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FOREWORD 

Responding  to  a  recommendation  of  the  Cabinet  Committee  on  Small  Business, 
President  Eisenhower  called  a  "President's  Conference  on  Technical  and  Distribution 
Research  for  the  Benefit  of  Small  Business." 

This  Conference  was  held  on  September  23,  24,  and  25,  1957,  at  the  Statler  Hotel  in 
Washington,  D.  C.  It  was  attended  by  about  one  thousand  representatives  of  educational 
institutions,  trade  associations,  the  business  and  technical  press,  research  organizations, 
small  and  large  business,  and  Federal,  State  and  local  government  agencies. 

The  Conference  was  conducted  by  a  committee  principally  composed  of  private 
citizens  led  by  the  following: 

Conference  Chairman: 

Eric  A.  Walker,  President 

The  Pennsylvania  State  University 

University  Park,  Pennsylvania 

Deputy  Chairman  for  Technical  Research: 

Charles  N.  Kimball,  President 
Midwest  Research  Institute 
Kansas  City,  Missouri 

Deputy  Chairman  for  Distribution  Research: 

Arthur  H.  Motley,  President 
Parade  Publications,  Inc. 
New  York,  New  York 

Executive  Director: 

C.  Lincoln  Jewett,  Manager 
Washington  Office 
Arthur  D.  Little,  Inc. 
Washington,  D.  C. 

Representatives  of  government,  principally  from  the  Department  of  Commerce  and 
the  Small  Business  Administration,  made  available  their  technical  resources  and  some 
financial  assistance  in  the  planning  and  conduct  of  the  Conference. 

In  the  Proceedings  that  follow  there  is  a  record  of  the  major  contents  of  the  Presi- 
dent's Conference.  Some  editing  has  had  to  be  done  to  conserve  space  and  avoid  needless 
repetition.  It  is  hoped,  however,  that  the  fundamental  character  and  spirit  of  the  Con- 
ference have  not  been  altered  or  diminished. 


The  Proceedings  begin,  as  did  the  Conference,  with  greetings  from  President 
Eisenhower.  They  end  with  the  President's  letter  of  acceptance  of  the  report  he  received 
from  the  Secretary  of  Commerce  and  the  Samll  Business  Administrator.  Between  the 
opening  and  closing  is  a  storehouse  of  ideas  for  businessmen,  small  and  large,  who 
would  seek  them. 

It  was  the  generous  interest  and  cooperation  of  many  organizations  and  individuals 
that  made  this  Conference  a  success.  Many  of  the  names  of  those  who  served  have  been 
mentioned.  To  make  the  record  complete  with  respect  to  others  who  served  with  dedica- 
tion beyond  the  call  of  normal  duty  it  is  fitting  to  acknowledge  gratefully  the  contributions 
of  the  Misses  Kathleen  Manion  and  Mary  Testa  of  Arthur  D.  Little,  Inc.,  and  Miss 
Cynthia  Fowle  and  Mrs.  Byung  Choll  Koh  of  Courtesy  Associates. 

Joseph  Mazia 
Editor 

October  30,   1957 
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OPENING  SESSION 


Monday,  September  23,  1957 
12:00  to  4:30  P.  M. 


Presiding: 

Eric  A.  Walker,  President 

The  Pennsylvania  State  University 

University  Park,  Pennsylvania 

Conference  Chairman 


Editor's  Note: 

Presentations  marked  with  an  asterisk 
were  submitted  in  writing  and  not  given 
orally  during  the  Conference  program. 


GREETINGS 

The  Honorable  Dwight  D.  Eisenhower 
President  of  the  United  States 


Dr.  Walker,  Members  of  this  distin- 
guished gathering. 

It  is  truly  a  real  privilege  to  be  able  to 
come  here  to  greet  you,  to  welcome  you  to 
your  Nation's  Capital,  and  to  wish  for  you 
while  you  are  here  not  only  a  profitable 
time  in  the  sense  of  finding  solutions  to  the 
problems  that  you  are  tackling,  but  a  most 
enjoyable  time  personally. 

You  are  here  because  you  are  of  small 
business,  and  there  are  certain  problems 
of  small  business  you  wish  to  consider.  I 
must  tell  you  a  little  story  about  small 
business  in  order  that  we  can  get  into  our 
heads  some  kind  of  a  definition  of  what  it  is. 

Secretary  Mitchell  recently  was  riding  in 
a  taxicab  in  New  York  City  and  passed  a 
big  lot  where  a  building  had  been  removed. 
The  taxicab  driver,  being  a  very  accom- 
modating and  garrulous  sort  of  fellow,  and 
conducting  the  usual  Cook's  tour,  said: 
"There  used  to  be  an  F.  W.  Woolworth 
Store  here.  It's  gone."  Well,  they  rode  on 
a  few  more  blocks,  until  they  came  past 
a  vacant  room  on  the  first  floor  of  a  store, 
and  it  said  on  the  window,  "F.  W.  Wool- 
worth."  And  the  Secretary  said,  "It  looks 
as  if  F.  W.  Woolworth  has  moved  out  of 
here,  too."  And  this  man  said,  "What  this 
Administration  is  doing  to  small  business 
shouldn't  happen  to  anybody." 

I  think  it  is  reasonable  that  we  try  to 
keep  defined,  in  our  own  minds,  what  small 
business  is.  Frankly,  it  is  the  heart  of  the 
American  economy.  And  it  is  because  it  is 
the  heart  of  the  American  economy  and, 
consequently,  of  such  extraordinarily  press  - 
ing  interest  not  only  to  you  people  who  are 
engaging  in  it,  but  to  your  Government  and 
to  our  entire  population,  that  this  Conference 
has  finally  come  about. 

A  committee  of  citizens  was  interested  in 
the  problem  through  the  efforts  of  a  Cabinet 
Committee.  Headed  by  your  Chairman,  Dr. 
Walker,  operating  strictly  on  a  small  busi- 
ness level,  really  on  a  shoestring,  there 
has    finally    resulted  this  great  Conference. 


And  you  have  come  here  to  study  problems 
of  research,  how  small  business  can  be 
placed  on  an  equality  with  the  largest  in 
the  country;  and  how  to  get  and  use  the 
results  of  adequate  research  in  technical 
matters  and  in  distribution,  or  in  sales 
processes. 

There  are  many  things  affecting  small 
business  that  have  engaged  the  attention  of 
the  Cabinet  Committee  on  Small  Business 
and  your  Government  that  are  not  on  your 
agenda- -the  problem  of  taxes,  of  govern- 
ment procurement  and  others  of  this 
character.  They  do  have  importance  and 
will  not  be  forgotten,  but  are  not  part  of 
your  agenda. 

Incidentally,  about  this  matter  of  pro- 
curement, you  might  be  interested  in  a 
fact  that  was  told  to  me  by  Secretary  Wilson 
not  long  ago.  In  the  Defense  Department, 
on  contracts  where  both  small  and  big 
businesses  could  compete,  small  business 
have  underbid  in  two  cases  out  of  three. 
That  speaks  very  well,  I  think,  both  for 
their  efficiency  and  their  energy  in  going 
out  and  looking  for  jobs  and  work. 

The  United  States  has  had  in  the  world 
for  some  years  a  reputation  for  a  dynamic 
economy--one  that  pushes  ahead,  achieves 
the  latest  in  technical  advances,  and  makes 
certain  that  the  profits,  the  returns  from 
the  productivity  of  that  great  economy  are 
widely  shared- -certainly  more  widely  than 
in  any  other  great  country  in  the  world.  If 
we  are  going  to  continue  that  kind  of  a  rec- 
ord, and  continue  it  we  must,  then  the 
brains  of  you  people  who  are  in  small 
business  must  be  added  to  the  possibilities 
that  lie  within  government,  and  that  can 
properly  be  used  without  establishing  a 
new  bureaucracy  which  will  take  some 
more  of  your  taxes.  Those  things  we  ought 
to  uncover,  discover  and  apply. 

As  you  go  into  these  great  problems  of 
research,  I  am  very  proud  of  the  fact  that 
you  have  gathered  here  voluntarily,  at  your 
own    expense,     and    that    there    is    no    great 


Government  subsidy  or  appropriation  that 
is  putting  you  up.  You  are  here  seriously 
on  business  important  to  you;  and  just 
exactly  that  important  to  all  Americans; 
and  to  the  Government  whose  job  it  is  to 
administer  its  political  and  legal  affairs. 
To  each  of  you  I  hope  for  a  profitable 
time,  that  you  may  go  home  with  the 
satisfaction  that  something  has  been  ac- 
complished; that  you  see  your  way,  through 
a  cooperative  system,  or  other  means, 
with   the  help  of  Government,  to  achieve  all 


the  benefits  of  research  which  should  be 
as  available  to  you  as  to  the  richest 
company  in  the  United  States.  And  while 
you  are  conferring  here  I  would  like  you 
to  feel  that  here  you  are  with  your 
Governmental  friends,  people  who  are 
interested  in  everything  you  do,  and 
that  you  have  a  good  time  your- 
selves. 

To  each  of  you  again,  therefore,  greetings, 
welcome,  and  thank  you  for  allowing  me 
to  come  before  you. 


OPENING  ADDRESS 

Eric  A.  Walker,   President 

The  Pennsylvania  State  University 

Conference  Chairman 


Now  that  the  President  has  explained 
the  purpose  of  this  Conference  it  is  time 
to  go  to  work;  but  before  so  doing,  we 
might  take  a  few  moments  to  review  the 
history  and  purposes  of  the  Conference. 
The  Administration  has  been  aware  for 
some  time  of  the  fact  that  the  small  busi- 
ness man  has  problems.  And,  indeed,  some 
eighteen  months  ago  the  Cabinet  Committee 
on  Small  Business  prepared  a  report  which 
the  President  later  accepted,  suggesting 
that  certain  things  be  done  to  assist  the 
small  business  man  in  his  task. 

Although  the  Cabinet  Committee  report 
includes  a  discussion  of  many  problems 
which  some  think  are  more  pressing--such 
as  taxes,  the  obtaining  of  capital  funds 
and  labor  problems --the  particular  item  on 
which  we  are  to  concentrate  is  the  use  of 
research  for  product  and  market  develop- 
ment. The  paragraph  of  the  Cabinet  report 
which  gives  us  our  charge  states:  "It  is 
recommended  that  the  President  call... 
a  conference  on  technical  research,  de- 
velopment and  distribution,  for  the  benefit 
of  small  business.  The  broad  purpose  of 
the  conference  would  be  to  formulate  a 
program  under  which  small  firms  can  avail 
themselves  of  up-to-date  technological  and 
managerial  knowledge  in  this  era  of  rapid 
scientific  progress. ..One  of  the  conference's 
tasks  would  be  to  assess  research  and 
development  aids  currently  available  to 
small  businesses  through  government  de- 
partments, state  and  private  universities, 
and  other  private  agencies.  Another  task 
would  be  to  recommend  measures  for 
extending  such  aids  to  small  firms  over  the 
whole  range  of  management,  including 
product  selection  and  development,  market 
measurement,  sales  promotion,  cost  con- 
trol, etc." 

To  link  the  words  "research"  and  "small 
business"  would  have  been  somewhat 
ridiculous  before  World  War  II  because  not 


many  people  did  research,  not  even  many 
big  business  men,  and  certainly  few,  if  any, 
small  business  men.  This  year,  in  this 
country,  we  will  spend  over  seven  billion 
dollars  on  research  and  development.  This 
research  and  development  will  bring  forth 
a  wealth  of  new  products  which  will  enter 
the  competition  for  the  consumers' dollars. 
It  is  almost  inevitable  that  the  next  25  years 
will  bring  an  even  larger  growth  in  research 
and  a  greater  acceleration  of  our  progress. 
As  we  learn  to  know  more  of  human  needs, 
as  we  learn  more  about  the  laws  of  science 
and  nature,  as  we  learn  more  of  the  new 
materials  which  are  becoming  available, 
more  of  atomic  energy  and  its  possibilities 
and  combine  all  these  with  the  tremendous 
increase  in  our  population,  it  is  inevitable 
that  progress  will  bring  more  and  more 
products  to  be  manufactured,  bought  and 
sold.  As  it  does  so,  the  small  business 
man  will  become  more  and  more  like  Alice 
in  Wonderland  when  she  was  told  by  the 
Red  Queen  that  she  would  have  to  run  just 
as  fast  as  she  could  to  stay  where  she  is. 

In  this  climate  success  often  goes  to 
those  most  resourceful  in  making  use  of 
research.  Small  business  cannot  match  the 
research  expenditures  of  big  business, 
but  it  can  counter  by  exploiting  advantages 
big  business  does  not  have,  particularly 
its  flexibility  and  its  ability  to  get  things 
done. 

The  program  of  this  meeting  is  divided 
into  two  main  stems,  the  first  dealing  with 
technical  research  and  the  second  with 
research  on  distribution  and  marketing.  The 
objectives  of  technical  research  are  clearly 
defined  and  are  well  known  to  most  of  us. 
First  is  the  problem  of  invention  and  the 
development  of  a  new  product  which  can  be 
manufactured  and  sold.  But  equally  impor- 
tant is  the  development  of  new  methods  of 
manufacturing  by  which  costs  can  be  re- 
duced     or      a      superior     product    produced, 


such  as  the  substitution  of  welding  for 
bolting,  plating  for  painting,  and  so  on. 
This,  as  much  as  the  introduction  of  a 
new  product,  will  increase  a  manufacturer's 
profits.  The  third  objective  of  product 
research  can  be  the  substitution  of  newer 
and  better  materials,  either  to  reduce 
costs  or  to  improve  quality;  And  lastly, 
of  course,  is  the  finding  of  new  uses  for 
old  products,  or  new  uses  for  new  ma- 
terials, thus  developing  n<w  markets. 

The  purposes  of  research  in  distribution 
and  marketing  are  newer  and  less  well 
known.  However,  we  do  know  that  it  is 
essential  to  identify  present  and  prospective 
customers,  to  find  out  what  they  want,  how 
they  can  be  reached  and  how  one  can  win 
and  keep  their  patronage.  Some  of  us  in 
the  physical  sciences  feel  that  research 
in  this  area  has  not  even  been  started. 
When   it   does,   it   can  yield  untold  benefits. 

Although  research  can  be  costly,  it  can 
also  be  done  on  a  shoestring.  Last  week  I 
bought  a  new  flashlight.  It  wasn't  very 
different  from  other  flashlights  except  in 
one  respect,  that  I  could  stick  it  on  any 
metal  object  and  it  would  stay  there.  This 
improved  its  usefulness  tremendously 
because  there  are  many  times  when  one 
wishes  to  use  both  hands  rather  than  hold 
a  flashlight  in  one.  Yet  the  only  change  that 
had  been  made  to  the  flashlight  was  the 
addition  of  a  small  magnet.  Certainly  that 
did  not  take  a  complicated  research  labora- 
tory or,  indeed,  very  much  research.  But 
it  had  resulted  in  a  new  and  useful  product. 
So  we  must  admit  that,  although  some 
research  takes  many,  many  dollars  and 
must  be  conducted  in  large  and  well-equipped 
laboratories,  both  product  and  marketing 
research  can  be  conducted  on  a  shoestring 
if  we  are  willing  to  utilize  limited  re- 
sources and  adopt  limited  and  very  often 
proper  objectives. 

Too  often,  by  glamourizing  research,  we 
overlook  the  fact  that  both  in  product 
research  and  in  marketing  and  distributive 
research,  we  neglect  many  readily  avail- 
able sources  of  knowledge.  In  both  these 
fields  there  are  many  publications  produced 
by  trade  associations,  technical  societies, 
the  trade  press  and  universities  which  give 
useful    data   and   useful   hints    to   any    small 


business  man  who  is  willing  to  accept  them. 
We  know,  too,  that  help  can  be  obtained  from 
government,  from  big  business,  from  trade 
associations  themselves  and,  indeed,  from 
consultants  and  universities.  We  suspect 
that  a  great  deal  could  be  accomplished  if 
small  business  men  would  band  together  to 
do  research  cooperatively.  We  also  feel 
that  a  great  deal  could  be  done  if  the  small 
business  man  would  find  the  -time  and 
incentive    to   do    some  research  on  his  own. 

This  Conference  is  not  a  Conference  of 
small  business  men.  You  represent  one 
thousand  knowledgeable  persons  invited  here 
by  the  President  to  explore  and  discover 
means  by  which  the  small  business  man  can 
help  himself  do  a  better  job  through  the 
results  of  research  and  development  on 
his  product,  on  his  distributive  processes 
and  on  his  markets.  One  of  the  major  pur- 
poses of  this  meeting  is  to  collect  any  and 
all  ideas  on  who  can  help  and  how  they  can 
help. 

This  meeting  itself  is  an  experiment.  We 
are  not  sure  it  will  work;  we  are  not  sure 
it  will  be  worth  the  time  and  effort  that  all 
of  you  have  put  into  it.  But  if  it  is  useful, 
it  may  well  be  the  forerunner  of  other 
experiments. 

We  expect  to  issue  a  Proceedings  which 
will  be  a  collection  of  all  the  talks,  sum- 
maries of  all  of  the  workshop  sessions 
and  written  accounts  of  all  the  good  ideas 
that  we  can  find. 

We  expect,  further,  to  have  a  committee 
report  on  future  possible  action.  Our  Action 
Committee  is  made  up  of  five  knowledgeable 
persons  who  will  sit  in  on  most  of  the 
sessions  and  attempt  to  refine  out  of  them 
specific  recommendations  to  the  President, 
the  Administration,  Congress,  small  busi- 
ness men,  big  business  men,  trade  asso- 
ciations, universities  and  any  others  - - 
recommendations  of  the  action  they  ought 
to  take  to  help  small  business.  The  Action 
Committee  report  will  represent  the  tran- 
sition from  this  fact-finding  and  discovery 
session  to  the  final  action  that  is  taken  to 
help  small  business  men. 

All  of  you  are  asked  to  contribute;  all 
of  you  are  asked  to  work.  I  trust  that  the 
products  of  our  work  will  be  of  benefit  to 
small  business. 


THE  COMMERCE  DEPARTMENT  AND  SMALL  BUSINESS 

The  Honorable  Sinclair  Weeks 
Secretary  of  Commerce 


I  am  pleased  to  welcome  you  to  the 
President's  Conference  on  Technical  and 
Distribution  Research  for  the  Benefit  of 
Small  Business. 

In  my  opinion  this  is  one  of  the  most 
practical,  common  sense  conferences  ever 
undertaken  to  help  small  business  to  help 
itself. 

A  most  significant  fact  is  that,  while 
resources  of  government  agencies,  including 
the  Commerce  Department,  were  used  in  the 
preparation  of  this  project,  the  direction 
and  conduct  of  the  entire  affair  are  in  the 
capable  hands  of  private  enterprise  in 
probing  its  own  problems  and  in  developing 
its  own  solutions. 

Let  me  say  at  the  outset  that  the  prin- 
cipal business  of  the  Commerce  Department 
is  to  help  business.  We  try  to  do  everything 
possible  that  is  sound  and  effective  to 
foster,  promote  and  develop  it.  When  in- 
come is  high  and  confidence  strong--as  has 
been  the  case  for  the  last  four  years- 
business  of  all  sizes  has  an  opportunity  to 
share  this  widespread  prosperity.  Let's 
keep  it  so. 

I  have  been  a  small  business  man  and 
know  from  experience  the  problems  that 
confront  small  business  men.  Obviously 
I  am  predisposed  toward  small  business, 
which  comprises  the  overwhelming  majority 
of  the  nation's  4,300,000  business  enter- 
prises. The  widespread  resources  of  the 
Commerce  Department  are  available  to 
small  and  large  business  men.  The  welcome 
mat  always  is  out  for  them  to  discuss 
matters  with  our  experts  who  know  their 
problems,  speak  their  language  and  try  to 
help  them. 

The  American  competitive  business 
system  is  a  commonwealth  of  enterprises 
of  all  sizes,  each  contributing  to  the  com- 
mon good  and  each  sharing  the  fruits  of 
joint  effort. 

In  an  economy  such  as  ours,  which  has 
provided  the  highest  standard  of  living  of 
all    time,    the    public    receives    the    benefits 


of  widely-distributed  mass  production. 
Mass  production  corporations  are  the  cus- 
tomers of  numerous  small  suppliers  and 
require  small  wholesalers,  retailers  and 
transportation  companies  to  market  their 
product.  Invention,  innovation,  and  the  pos- 
sibility of  gain  also  stimulate  additional 
small  firms  to  fill  the  special  needs  and 
desires  of  consumers. 

It  is  essential,  therefore,  to  national 
economic  growth  that  a  continuous  stream 
of  new  small  business  establishments  enter 
our  system.  In  the  past  two  years,  for 
example,  there  has  been  a  net  gain  of 
50,000  firms  a  year.  Research  will  stim- 
ulate this  growth. 

I  deplore  the  efforts  of  those  who  seek 
to  drive  a  wedge  between  businesses  of 
different  sizes.  It  is  disturbing  to  find 
some  who  falsely  accuse  defenders  of  our 
American  business  system  of  being  against 
small  business. 

How  could  anyone  in  his  right  mind  be 
against  small  business?  It  comprises  the 
overwhelming  majority  of  establishments, 
opens  limitless  opportunities  for  individual 
initiative,  and  is  the  seed  corn  which  aerates 
the  economy.  Small  business  is  just  as 
essential  to  our  scheme  of  things  in  this 
country   as    growth   is    to   any   phase  of  life. 

The  Commerce  Department  promotes 
small  business  in  numerous  ways. 

It  is  the  nation's  biggest  collector  of 
statistics,  data,  and  other  economic  in- 
formation of  value  in  management  planning 
and  operation- -material  such  as  Census 
Bureau  reports,  censuses  of  agriculture, 
business,  manufacturers,  and  mineral  in- 
dustries and  the  hundreds  of  business 
indicators  made  public  each  month. 

Although  a  small  business  man  may  not 
always  go  directly  to  the  Department  for  all 
of  these  materials,  he  has  this  huge 
reservoir  of  knowledge  tapped  and  analyzed 
for  him  by  business  publications,  econo- 
mists, bank  letters,  trade  association  bul- 
letins   and    many    other    indirect  outlets.  By 


using  such  timely  and  accurate  data,  the 
small  business  man  can  avoid  guesswork 
and  base  business  decisions  on  accurate 
information. 

One  object  of  this  Conference  is  to  show 
ways  to  better  use  this  vital  public  service. 

The  Commerce  Department,  through  its 
Office  of  Technical  Services,  channels  di- 
gested reports  of  government  technical 
research  discoveries  that  can  be  adopted 
by  small  business  for  profitable  use.  The 
Department's  Office  of  Distribution  circu- 
lates marketing  facts,  advice  and  other 
information  of  benefit  to  advertisers, 
wholesalers,  retailers  and  service  estab- 
lishments. By  far  the  greatest  number  of 
concerns  using  the  many  facilities  of  the 
Bureau  of  Foreign  Commerce  and  our 
Field  Offices  are  small  concerns. 

Time  does  not  permit  a  catalogue  of 
the  services  provided  directly  or  indirectly 
to  meet  the  needs  of  small  companies  by 
the  National  Bureau  of  Standards,  Business 
and  Defense  Services  Administration,  Office 
of  Business  Economics,  Coast  and  Geodetic 
Survey,  Patent  Office,  Weather  Bureau  and 
other  Commerce  agencies.  But  I  should 
like  to  point  out  that  the  great  operating 
units  of  the  Department,  in  the  field  of  air, 
maritime  and  highway  transportation,  also 
provide  many  opportunities  for  small  busi- 
ness. 

For  example,  we  are  now  engaged  in 
the       Interstate       Highway      Program,      the 


greatest  public  works  project  in  history. 
It  will  have  a  tremendously  favorable  impact 
on  the  economy. 

This  gigantic  project,  which  will  revolu- 
tionize surface  travel,  should  be  a  bonanza 
for  distribution  research  to  develop.  I 
believe  that  the  work  initiated  by  this 
Conference  will  help  small  business  reap 
benefits  from  the  multitude  of  new  oppor- 
tunities which  this  program  will  open  in 
housing,  industrial  developments,  service 
trades,  recreation,  and  commercial  and 
passenger  motoring. 

Let  me  emphasize  that  the  most  dynamic 
fact  about  America  is  growth- -growth  in 
population- -growth  in  science  and  tech- 
nology--growth  in  economy.  Where  there 
is  growth  there  is  always  a  chance  for 
small  business  to  start,  to  succeed  and 
to  expand.  America  needs  all  the 
talent  she  can  muster  in  the  years 
ahead. 

An  examination  of  your  program  and 
the  high  quality  of  the  participants  con- 
vinces me  that  the  President's  Conference 
on  Technical  and  Distribution  Research 
will  pave  the  way  by  means  of  research  for 
small  business  to  take  greater  advantage 
of  the  nation's  growth.  By  using  such 
knowledge,  small  business  will  contribute 
to  this  country's  economic  health  and 
strength,  on  which  we  base  our  hope  for 
our  people's  welfare  and  for  continued 
world  peace. 


THE  SMALL  BUSINESS  ADMINISTRATION  AND  SMALL  BUSINESS 

The  Honorable  Wendell  B.  Barnes 
Administrator,  Small  Business  Administration 


Today,  gentlemen,  we  can  step  into  to- 
morrow. This  singular  privilege,  with  its 
attendant  responsibilities,  is,  in  itself,  a 
significant  manifestation  of  the  emergence 
of  the  American  economic  system  as  the 
most  productive  ever  devised  by  man. 

President  Eisenhower,  through  his  Cabi- 
net Committee  on  Small  Business  and  other 
constructive  action  agencies,  has  afforded 
all  of  us  an  opportunity  to  build  tomorrow's 
America--in  fact,  all  the  world--through 
technology,  research,  new  formulations  and 
perceptions  that  will  reveal  the  needed 
transformations  in  our  prodigious  economy. 
On  us  here  today  rests  the  mantle  of  the 
alchemists  of  modern  economy.  Do  we  dare 
look  bak  and  revel  in  our  progress,  and 
knowing  full  well  what  makes  our  American 
system  work,  fail  to  step  into  tomorrow's 
challenge  of  securing  our  economic  future 
in  this  universe?  What  we  do  here  in  these 
sessions,  gentlemen,  could  well  set  the  pace 
for  all  industry,  business  and  science,  in 
continuing  the  technological  progress  of 
America. 

The  purpose  of  this  Conference  is  to  set 
the  guide  lines  for  small  business  in  this 
new  technological  era.  We  can  bring  the 
laboratories  of  science  right  to  the  door 
step  of  small  business  that  they  may  have 
the  "know  how"  of  research  in  producing 
new  products  and  services  and  in  dis- 
tributing them. 

This  year,  authoritative  surveys  indicate, 
more  than  $7  billion  will  be  spent  on  re- 
search in  the  United  States.  The  Federal 
Government  has  allocated  over  $2.5  billion 
for  research  and  development,  approxi- 
mately one-half  of  which  is  spread  among 
commercial,  educational  institutions,  and 
non-profit  organizations.  Research  today  is 
without  doubt  the  biggest  business  in  Amer- 
ica and  a  competitive  segment  of  competi- 
tive business.  It  is  an  absolute  "must"  for 
small  businesses.  No  business  is  too  small 
to  ignore  research  and  planning.  Our 
pleasant  job  is  to  show  small  businesses  how 


they  can  put  research  to  work,  how  to 
benefit  from  collective  technological  de- 
velopments. Just  how  imperative  this  is,  is 
evidenced  by  estimates  that  80  per  cent  of 
industry's  growth  within  the  next  six  years 
will  come  from  products  not  now  produced! 

The  Federal  Government,  traditionally, 
has  sought  to  create  an  economic  climate 
that  is  favorable  to  all  business,  and  has 
tried  to  spread  economic  power  among 
many  independent  business  proprietors. 
Many  Government  agencies  serve  business 
in  countless  ways  as  part  of  their  functions. 
Four  years  ago,  President  Eisenhower  and 
Congress  created  the  Small  Business  Ad- 
ministration as  an  independent  agency  for 
the  sole  purpose  of  aiding  and  strengthening 
small  business.  It  is  not  the  function  of 
government  to  do  the  work  of  business,  but 
it  is  our  responsibility  and  desire,  within 
the  proper  scope  of  Government,  to  assist 
small  business  to  help  itself. 

The  Small  Business  Administration  back- 
stops the  more  than  4  million  small  firms 
with  a  basic  three-point  program: 

(1)  Providing  credit  to  worthy  small  firms 
which  cannot  otherwise  obtain  financ- 
ing on  reasonable  terms; 

(2)  Assisting  small  businesses  to  obtain 
government  contracts  and  sub-con- 
tracts and 

(3)  Helping  them  solve  their  management 
and  technical  production  problems. 

During  our  short  existence ,  the  thousands 
of  inquiries  our  field  offices  have  received 
leave  no  doubt  that  the  greatest  need  of 
small  business  today  is  improved  manage- 
ment knowledge  and  guidance  in  the  fields 
of  research  and  technology.  Our  agency 
program  is  designed  to  assist  small  firms 
gain  access  to  and  to  use  properly  infor- 
mation in  the  development  of  new  and  im- 
proved products  and  processes,  available 
from  the  more  than  6,000  private,  govern- 
ment and  educational  research  centers. 

Available  government  and  private  infor- 
mation helpful  in  planning  product  marketing 


is  passed  along  to  small  businesses.  Gov- 
ernment procurement  specification  listings 
and  private  counselling  are  also  available. 

More  than  4  million  copies  of  four  series 
of  Small  Business  Administration  publica- 
tions on  technical  and  management  subjects 
have  been  distributed  to  small  firms.  The 
U.  S.  Government  Purchasing  Manual,  tell- 
ing who  buys  what  and  where,  and  the  U.  S. 
Government  Specifications  Directory  are 
also  made  available  to  interested  firms 
through  the  Government  Printing  Office. 

One  of  our  fastest  growing  and  increas- 
ingly popular  programs  promotes  and  co- 
sponsors  with  educational  institutions,  ad- 
ministrative management  courses  for 
owners  and  managers  of  small  firms.  To 
date  264  courses  at  100  educational  centers 
have  been  attended  by  more  than  8,300 
proprietors. 

Tentative  plans  of  our  Agency  would  set 
up  an  agreement  with  the  American  Mar- 
keting Association  whereby  small  business 
needing  help  on  marketing  problems  could 
be  referred  to  a  local,  volunteer  com- 
mittee of  AMA  specialists  who  would  pro- 
vide individual  assistance. 

A  similar  plan  is  also  now  under  study 
with  the  Society  for  Advancement  of  Man- 
agement whose  nearest  local  chapter  would 
provide  individual  technical  help. 

Still  another  part  of  our  Products  As- 
sistance Program  is  our  monthly  "Products 
List  Circular",  listing  patented  products 
and  processes  with  marketing  possibilities 
which  are  available  for  production  or  mar- 
keting on  a  purchase  or  licensing  basis. 
More  than  12,000  copies  are  mailed  monthly, 
covering  an  average  of  100  inventions. 

While  the  Small  Business  Administration 
rarely  gives  technical  advice  on  product 
development,  it  does  seek  to  bring  to  the 
attention  of  individual  small  business  firms 
the  information  already  available  in  its 
field  and  Washington  offices,  gathered  from 
both  public  and  private  sources. 

Through  the  products  assistance  pro- 
gram, our  Agency,  in  cooperation  with 
various  private  organizations,  helps  small 
businesses  gain  access  to  this  research  in- 
formation. In  turn,  this  knowledge  assists 
in  product  and  process  development,  and  in 
the  use  of  marketing  methods  and  tech- 
niques which  have  been  developed  over  the 
years. 

To  extend  markets  or  develop  and  market 
a  new  product,  it  frequently  is  necessary  to 
seek  additional  funds  or  obtain  counselling 
on  other  financial  problems.  The  business 
loan  program  of  the  Small  Business  Admin- 


istration is  expressly  designed  to  assist 
smaller  firms,  including  manufacturers, 
which  are  independently  owned  and  operated 
and  are  not  dominant  in  their  fields. 

Among  other  things  ,  the  Agency's  business 
loans  help  provide  the  working  capital 
needed  in  the  manufacture  of  new  products, 
the  purchase  of  equipment  and  supplies,  the 
extension  of  established  markets,  the  de- 
velopment of  new  markets,  and  the  general 
expansion  of  business.  Of  course,  we  also 
extend  credit  under  our  disaster  loan  pro- 
gram when  businesses  suffer  damage  be- 
cause of  natural  disasters.  During  its 
four-year  existence  the  Small  Business 
Administration  has  approved  more  than 
7,000  small  business  loans  totaling  $325 
million,  and  6,149  disaster  loans  for  $66 
million.  Private  banks  have  participated  in 
more  than  two-thirds  of  our  business  loans. 
In  no  way  does  the  Small  Business  Adminis- 
tration compete  with  banks  and  other  private 
lenders. 

Helping  small  firms  obtain  Government 
contracts  and  sub-contracts  is  alsoamajor 
part  of  this  Agency's  function.  Since  1953, 
through  cooperation  with  other  government 
agencies,  there  has  been  set  aside  for  ex- 
clusive award  to  small  firms,  12,000  pro- 
curements totaling  $744  million.  This  year 
alone,  the  Small  Business  Administration 
has  handled  more  than  30,000  cases  of  pro- 
curement assistance  counseling  and  other 
case  assistance  to  small  firms. 

Gentlemen,  to  help  stimulate  small  busi- 
ness to  constructive  thinking  and  an  ac- 
celerated, progressive  growth--all  in  the 
interests  of  a  strong  national  economy  and 
rising  standard  of  living--is  the  patriotic 
opportunity  which  confronts  you  today.  I 
know  that  you  are  eager  to  give  this  serv- 
ice. 

The  pace  of  progress,  as  you  know,  is 
accelerating  every  day.  The  price  of  keep- 
ing abreast  of  progress  is  research.  Tech- 
nology is  the  modern  transformer  which  can 
make  the  4  million  small  businesses  of  this 
country  a  more  vibrant  and  healthier  seg- 
ment of  our  national  economy.  Helping  small 
business  is  to  help  all  business,  for  big 
business  and  small  business  are  inter- 
dependent. Indeed,  as  you  know,  ours  is  a 
land  of  opportunity  and  the  results  of  your 
deliberations  and  consultation,  I  am  con- 
fident, will  contribute  much  toward  making 
it  possible  for  every  individual  to  make  the 
most  of  his  or  her  talent,  initiative  and 
skill. 

President  Eisenhower  has  demonstrated 
through  many  actions  his   recognition  of  the 
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importance    of   small    business.    This    Con-  Please    be    assured   that   the  officials  and 

ference  is  another  reflection  of  his  interest  staff   of   the  Small  Business  Administration 

and   leadership,   being    the   first  time  that  a  are     available     to    assist    you    in    any    way 

national    conference    of   this  character  ever  toward   making    the  President's  Conference 

has    been    assembled.     The     President    has  a  memorable  success, 
pointed  the  way  and  you  have  responded. 


THE  PROBLEMS  AND  GROWTH  OPPORTUNITIES  FOR  SMALL  BUSINESS 

J.  Wilson  Newman,  President 

Dun  and  Bradstreet,  Inc. 

New  York,  N.  Y. 


The  relationship  between  government  and 
business  is  well-exemplified  by  the  pro- 
gram for  this  Conference.  It  is  indicative 
of  the  mutual  respect  existent  between 
government  and  business  and  the  recogni- 
tion of  the  common  interest  of  both.  It  is 
only  natural  in  a  democratic  society  that 
basic  rules  for  the  business  game  have  to 
be  adopted  by  government.  There  is  little 
doubt,  however,  that  where  circumstances 
permit,  the  fewer  restrictions  laid  down  the 
better  for  both.  The  government  can  and 
should  be  mindful  of  the  climate  in  which 
business  operates.  It  can  and  does  take 
such  reasonable  legislative  measures  to 
improve  and  stabilize  the  climate  in  the 
public  interest. 

On  the  other  hand,  the  government  should 
not  be  expected  to  subsidize  or  perpetuate 
incompetence  in  business  on  the  part  of 
either  management  or  labor.  A  course 
which  perpetuates  a  mediocre  performance 
must  inevitably  lead  to  limitations  on  new 
concerns  entering  the  field  of  business. 
Among  the  great  freedoms  in  this  country 
is  the  freedom  of  anyone  to  enter  business, 
with  the  freedom  to  succeed,  the  freedom 
to  fail,  and  the  freedom  to  try  again.  The 
government  cannot  set  up  discriminatory 
legislation  for  any  business  group,  large  or 
small,  nor  act  as  the  cat's-paw  for  an  or- 
ganized business  minority.  Business  cannot 
be  run  as  a  handicap  race  with  a  head  start 
for  the  weaklings. 

It  is  inevitable,  when  the  going  gets  tough 
for  an  individual  business  enterprise,  that 
it  will  exhaust  every  reasonable  alternative 
in  seeking  aid.  In  a  number  of  instances, 
this  involves  seeking  aid  from  government 
departments  especially  established  for  this 
purpose.  We  must  not  be  led  to  believe, 
however,  that  the  providing  of  facilities 
to  take  care  of  special  situations  in  any 
way  changes  the  basic  responsibility  for 
business    success.    That    responsibility  lies 


with  the  management  of  the  individual  com- 
pany and  not  with  the  government.  The  price 
of  any  other  course  is  too  dear.  The  loss  of 
freedom  of  any  other  course  is  too  great. 

Where  there  is  freedom  there  is  oppor- 
tunity. Where  there  is  opportunity,  there 
is  risk  as  well  as  reward.  When  a  man 
enters  business  he  risks  his  energies, 
talents,  and  time  for  two  kinds  of  reward-- 
one  for  profits  which  insure  his  survival, 
and  one  for  satisfactions  which  are  the 
result  of  services  rendered  to  a  com- 
munity. Both  are  equally  important.  Every 
business  must  have  a  starting  point.  Every 
big  business  was  small  once,  but  every 
business,  regardless  of  size,  is  big  busi- 
ness to  the  man  who  owns  it.  It  usually 
represents  his  major  assets,  and  its  suc- 
cess or  failure  is  of  tremendous  moral  as 
well  as  financial  significance  to  him. 

We  are  living  in  a  world  of  change,  and 
where  there  is  a  change  there  is  oppor- 
tunity. Whenever  we  get  a  sense  of  perma- 
nency about  our  product  or  service,  we  are 
inviting  the  danger  of  delusion.  Forty-five 
years  ago,  the  president  of  an  automobile 
company  announced  in  a  national  advertise- 
ment, "No  more  annual  models.  We  have 
achieved  our  ultimate  in  the  current  1912 
design."  With  this  announcement  was  a 
picture  of  the  car,  a  big-wheeled,  ungainly, 
top-heavy  vehicle  that  no  self-respecting 
hack  driver  today  would  own  or  operate.  In 
1860  a  bill  was  introduced  in  Congress  to 
close  the  Patent  Office,  as  the  proposer 
said  there  could  be  no  more  inventions  of 
any  significance.  When  Columbus  dis- 
covered America,  he  didn't  halt  enterprise 
on  the  high  seas;  he  encouraged  four  and  a 
half  centuries  of  pioneering,  investigating 
and  discovery  in  a  new  world  of  limitless 
opportunity. 

Of  course,  there  are  opportunities  for 
growth  in  small  business,  but  the  op- 
portunities   are    not    going    to    be    served   on 
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a  platter,  with  all  personal  risk,  effort, 
and  anxiety  eliminated.  Today,  our  Nation 
is  the  richest  and  most  powerful  on  earth. 
There  are  countless  opportunities  for  new 
and  smaller  manufacturing,  wholesaling, 
retailing,  and  service  enterprises.  Op- 
portunity thrives  in  competitive  surround- 
ings because  the  urge  to  excel,  to  win,  to 
achieve,  belongs  to  free  enterprise. 

The  United  States  is  growing  rapidly  with 
new  people  ,  new  products  ,  and  new  services  , 
with  opportunities  that  no  progressive  busi- 
ness men  can  overlook.  Many  of  these 
products  can  be  processed  and  sold  with 
added  profits  by  the  middle-sized  and  little 
business  concerns.  The  real  management 
test  of  any  business  is  not  size.  The  deter- 
mining factors  are  know-how,  persistence, 
and  the  willingness  to  serve.  America  needs 
all  kinds  of  business  and  all  sizes  of  busi- 
ness to  serve  her  community  requirements. 

In  appraising  the  opportunities,  or  the 
lack  of  them,  for  the  growth  of  small  busi- 
ness, it  is  necessary  to  look  at  the  Ameri- 
can business  picture  as  a  whole.  There  are 
five  basic  factors  affecting  the  business 
growth  opportunities  in  America,  unequalled 
anywhere  in  the  world. 

There  are--First,  political  stability. 

We  have  political  differences,  of  course, 
in  the  halls  of  Congress,  in  the  State  Legis- 
lature or  in  the  local  precinct,  that  run  deep 
and  strong,  but  no  one,  either  here  or 
abroad,  seriously  questions  the  political 
stability  of  the  United  States  as  a  country 
and  sovereign  nation  in  the  councils  of  the 
world.  Indeed,  the  political  stability  in  the 
United  States  is  such  that  many  of  us  never 
give  it  a  second  thought  or  ever  consider 
it  with  respect  to  business  risks.  Those 
who  contemplate  business  transactions  in 
other  countries  of  the  world,  however, 
realize  that  consideration  of  the  political 
stability  of  the  area  involved  takes  pre- 
cedence over  almost  every  other  factor. 

The  second  general  area  for  encouraging 
business  growth  in  the  United  States  is  the 
business  climate.  We  now  have  over  four 
million  enterprises,  one  for  every  43  per- 
sons. At  the  close  of  1956,  we  had  over  ten 
millions  of  stockholders  in  public  and 
private  owned  companies,  and  106  million 
policy  holders,  protected  by  an  aggregate 
of  413  billions  of  dollars.  In  1956,  there 
were  20,780  insured  pension  plans  in  force 
with  life  insurance  companies  covering  four 
and  a  half  million  people.  Many  independent 
pension  plans,  to  be  sure,  are  not  included 
in  these  figures. 


The  average  man  in  the  United  States  has 
a  greater  stake  in  business  than  anywhere 
else  in  the  world.  As  a  result,  there  is  a 
climate  conducive  to  transacting  business. 
The  advantages  to  society  from  business 
operations  are  widely  recognized  in  this 
country.  One  cannot  pick  up  a  business 
paper  or  make  an  extended  trip  without 
seeing  advertisements  from  states,  cities, 
countries  and  small  communities,  naming 
inducements  for  businesses  to  locate  in 
their  neighborhood. 

The  third  factor  consists  of  the  re- 
sources that  this  country  offers  for  busi- 
ness growth.  In  resources  I  include  the 
human,  material  and  financial.  The  human 
resources  of  America  are  prodigious.  The 
American  working  man  is  looked  up  to 
throughout  the  world  as  the  highest  pro- 
ducer, the  most  intelligent,  and  best  re- 
warded. He  not  only  enjoys  the  highest 
standard  of  living,  but  mixed  in  a  crowd  in 
his  Sunday  best,  you  can't  distinguish  him 
from  the  boss  or  any  member  of  manage- 
ment. The  enormous  natural  resources  of 
this  continent- -the  mines  ,  oil  wells,  forests  , 
water  power--have  been  and  are  being  ex- 
ploited extensively  for  the  welfare  of  the 
people.  American  business  management  is 
regarded  as  one  of  the  best  in  the  world; 
its  methods  and  techniques  are  constantly 
being  sought  after  and  copied.  The  relations 
between  management  and  labor  in  this 
country  are  on  a  reasonably  high  standard, 
and  despite  the  interruptions  in  production 
by  strikes,  the  record  is  good  and  shows 
continuing  improvement.  We  should  not  be 
misled  into  thinking  otherwise  by  examples 
of  abuse,  which  from  time  to  time  rightly 
receive  publicity  and  public  condemnation. 

The  financial  resources  of  our  business 
community  have  never  been  equalled  in 
history.  In  addition  to  possessing  a  re- 
markably stable  currency  in  view  of  world 
conditions  and  circumstances,  we  have  an 
inter-related  system  of  financial  institu- 
tions headed  up  through  the  Federal  Reserve 
System  which  affords  the  strength  and  flexi- 
bility so  necessary  to  busines  s  growth.  Over 
and  above  the  actual  monetary  components 
of  the  financial  system,  there  is  existent 
the  most  powerful  force  for  business  growth 
that  has  ever  been  devised.  I  refer  to  credit. 
It  is  estimated  that  more  than  98%  of  the 
commercial  transactions  in  this  country  are 
on  the  basis  of  credit.  It  would  be  impos- 
sible to  conduct  our  business  on  a  C.  O.  D. 
basis.  The  mobility  of  credit  in  the  United 
States      is      one      dominant      reason     for    the 
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balanced  growth  and  development  of  our 
trade  at  home  and  abroad. 

In  March  1834,  Daniel  Webster  made  one 
of  his  memorable  addresses  before  the 
United  States  Senate.  In  that  address  he 
had  this  to  say  about  the  subject  of  credit: 
"Commercial  credit  is  the  creation  of 
modern  times,  and  belongs  in  its  highest 
perfection,  only  to  the  most  enlightened  and 
best  governed  nations  .  .  .  Credit  is  the  vital 
air  of  the  system  of  modern  commerce.  It 
has  done  more,  a  thousand  times  more,  to 
enrich  nations,  than  all  the  mines  of  all  the 
world.  It  has  excited  labor,  stimulated 
manufacturers,  pushed  commerce  over 
every  sea,  and  brought  every  nation,  every 
kingdom,  and  every  small  tribe  among  the 
races  of  men  to  be  known  to  all  the  rest. 
It  has  raised  armies,  equipped  navies,  and 
triumphing  over  the  gross  power  of  mere 
numbers,  it  has  established  national  supe- 
riority on  the  foundation  of  intelligence, 
wealth,  and  well-directed  industry." 

Credit,  today,  is  a  thousand  times  more 
important  to  American  business,  yes,  and 
to  world  business  and  amity,  than  it  was 
when  Daniel  Webster  made  that  memorable 
statement  123  years  ago,  because  credit  is 
a  money  minted  of  faith  which  increases 
with  care  and  debases  with  abuse.  Credit  is 
a  unit  of  exchange  instantly  transported,  a 
power  which  is  of  enormous  good  in  intel- 
ligent and  careful  hands,  a  force  of  evil  and 
folly  in  the  hands  of  the  foolish  or  incom- 
petent. Credit  with  its  mobility  is  the 
hidden  strength  of  the  American  economy. 

Indeed,  credit  has  been  so  plentiful  we 
have  come  to  take  it  as  amatter  of  course-- 
so  much  so,  that  in  many  instances  mis- 
understandings have  arisen.  The  assump- 
tion has  been  made  that  the  receipt  of  credit 
favors  is  a  matter  of  right.  Nothing  is 
farther  from  the  truth.  The  receipt  of 
credit  is  a  privilege  which  must  be  earned 
and  used  wisely.  When  credit  is  to  be  re- 
strained for  the  national  good,  who  is  to 
say  that  it  should  not  be  used  by  those  who 
have  earned  it  and  have  demonstrated  their 
ability  to  use  it  wisely?  Big  business, 
small  business  —  all  business  must  operate 
on  credit  terms.  There  is  no  other  way  in 
our  fast-moving  world. 

The  fourth  great  opportunity  for  growth 
in  America  is  its  markets  which  can  be 
measured  first  in  geographical  area,  second 
in  per  capita  income  and  buying  power,  and 
third  by  the  constantly  rising  standard  of 
living. 

Factory  production  depends  on  tangible 
and    stable    factors  of  machines,  materials, 


and  power  quotients.  Industrial  research 
operates  on  a  solid  mathematical  basis. 
Distribution  faces  the  intangible  factors  of 
man's  mental  and  emotional  attitudes.  Mar- 
ket research  examines  whims,  motives  ,  and 
desires,  and  establishes  patterns  of  human 
conduct.  When  we  go  to  market  today,  we 
know  to  a  reasonable  degree,  what  to  expect 
in  the  way  of  public  acceptance  of  a  product 
or  service.  Product  development  is  the 
result  of  industrial  research  on  items 
which  can  be  sold  at  a  profit  because  market 
research  has  established  that  fact. 

The  human  power,  almost  to  the  point  of 
social  explosion,  represented  by  our  in- 
creasing population,  is  now  near  the  172 
million  mark.  And  there  is  plenty  of  room 
in  this  land  mass  covering  over  three  mil- 
lion square  miles,  blessed  by  nature  with 
enormous  resources  and  a  wide  and  pleasant 
range  of  climatic  conditions.  The  United 
States  has  agricultural  and  mineral  re- 
sources sufficient  to  supply  most  of  its 
manufacturing  capacity.  It  has  a  growing 
population  to  consume  what  it  makes.  It  has 
world  market  for  many  of  its  products-- 
not  necessarily  the  distress  surplus  of 
industrial  and  consumer  "left-overs",  but 
capital  goods  and  consumer  goods  processed 
to  specific  orders.  We  don't  want  to  be  self- 
contained,  but  we  can  if  we  must. 

The  fifth  area  affording  growth  opportuni- 
ties is  the  system  of  reward.  Ours  is  a  profit- 
motivated  economy.  It  is  an  individual  enter- 
prise system.  Under  our  system  of  rewards  , 
no  business  need  be  ashamed  of  profits.  No 
more  powerful  incentive  for  the  develop- 
ment of  public  services  or  the  exploitation 
of  natural  resources  has  ever  been  devised. 
It  is  necessary  to  justify  profits  in  the  eyes 
of  conscience?  Let's  consider  this  question 
for  a  moment. 

Profits  are  necessary  to  the  health  of  our 
civilian  economy  because  profits  energize 
trade  and  fortify  the  morale  of  all  of  our  citi- 
zenry, business  men  and  wage  earners  alike. 

Profits  are  basic  to  the  successful  man- 
agement of  a  business,  and  profits  are 
fundamental  in  our  economic  and  social 
welfare.  Our  manufacturing,  distribution, 
transportation  and  communications  operate 
and  expand  on  profits  earned. 

Our  standard  of  living  needs  the  support 
of  a  comfortable  profit  cushion. 

Profits  are  the  result  of  action,  decision, 
and  imagination.  They  are  necessary  to  our 
growth  and  survival.  Profits  fade  with  fear, 
indecision  and  procrastination. 

Profits  are  evidence  of  our  national  ini- 
tiative   and  industrial  progress.  It  is  better 
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to  have  a  margin  for  profit  than  an  alibi  for 
loss.  You  can't  write  prosperity  or  victory 
with  red  ink. 

Businessmen  don't  stay  in  business  with- 
out profits  because  it  is  the  test  of  their 
qualifications.  Earlier  I  quoted  some  figures 
on  a  proportionate  number  of  enterprises 
we  have  to  serve  our  needs. 

Are  there  too  many  people  in  business? 
Certainly,  when  you  consider  that  there  is 
one  enterprise  for  every  43  people.  But  are 
too  many  qualified  people  in  business?  The 
answer  is  no.  Business  is  constantly  under- 
going chemical  change--a  self-purification 
process  which  refines  and  rejects  in  a 
process  that  is  as  old  as  time- -the  survival 
of  the  fittest—and  the  fittest  does  not 
necessarily  mean  the  largest.  There  are 
many  thousands  of  middle-sized  and  little 
businesses  which  make  a  good  income  on 
their  investment,  serve  their  industry,  or 
community,  and  pay  good  wages  to  em- 
ployees, and  good  dividends  to  stockholders  , 
or  profits  to  proprietors. 

We  cannot  overlook  the  fact  that  the  talents 
of  men  are  distributed  with  a  great  deal  of 
variety.  So  are  their  emotions,  impulses 
and  attitudes.  There  is  a  fringe  area  in 
business,  especially  in  retailing  and  re- 
tailing services,  which  I  call  the  "misery 
margin"  for  want  of  a  better  term.  Some  of 
these  people  are  unemployable  because  of 
ability  or  attitude.  They  can't  work  profit- 
ably for  themselves  or  anybody  else.  They 
represent  some  of  the  statistical  froth  of 
business  turnover.  They  will  go  in  and  out 
of  business  as  long  as  friends  or  family  will 
supply  capital.  A  few  will  live  and  learn, 
but  it  is  up  to  the  supplier  and  banker  to 
use  selective  judgment  in  his  support  of 
these  concerns,  a  few  of  which  can  be 
salvaged  and  encouraged  as  desirable  out- 
lets. There  are  other  small  retailers, 
grocers,  and  country  stores  in  small  and 
remote  communities  who  seem  to  survive 
against  all  the  laws  of  economics.  They 
perform  a  useful  service  in  communities 
where  larger  stores  might  suffer  from 
malnutrition.  Our  distributive  system  needs 
these  little  outlets  for  adequate  coverage 
of  rural  and  sparsely  settled  areas. 

When  I  received  your  invitation  a  few 
weeks  ago  to  speak  on  "The  Problems  and 
Growth  Opportunities  for  Small  Business," 
I  discussed  the  topic  with  several  asso- 
ciates. The  subject  is  not  exactly  new  to  us. 
It  is  our  day-to-day  assignment  to  follow 
the  progress  of  these  concerns  who  comprise 
the    vast   majority   of   the  independent  busi- 


ness men  in  our  country.  We  decided  to 
interview  a  random  sample  of  middle  and 
small  business  proprietors  about  their 
problems  and  prospects.  This  information 
would  supplement  what  we  had  learned  from 
a  substantial  number  of  commercial  banks 
during  the  month  of  May  1957  when  we 
questioned  the  loaning  officers  on  their 
attitude  toward  commercial  borrowers  ,  es- 
pecially the  smaller  community  enterprise. 
I  believe  you  will  be  interested  in  what  we 
learned  from  these  business  concerns  and 
their  bankers. 

Dun  &  Bradstreet  has  42  district  offices 
among  the  140  branches  that  serve  both 
subscribers  and  traders  throughout  the  48 
states.  We  asked  each  of  the  42  offices  to 
interview  ten  business  enterprises  in  the 
middle  and  smaller  rating  ranges,  with 
annual  sales  of  not  more  than  $2,000,000 
tops  for  manufacturers,  to  not  less  than 
$50,000  for  retailers,  but  with  a  concen- 
tration of  annual  sales  between  $100,000 
and  $350,000.  The  sample  consisted  of  3 
manufacturers,  2  wholesalers,  3  retailers 
and  2  service  companies  in  each  locality, 
for  a  total  of  420  enterprises  covering  the 
principal  trading  areas.  These  interviews 
took  place  in  the  ten-day  period  ending 
August  28,  1957  (See  Exhibit  I). 

While  the  complete  statistical  details  of 
these  interviews  will  be  available  as  a 
supplement  to  this  talk,  I  believe  I  can 
summarize  the  general  tenor  of  the  re- 
sponse. Actually,  I  didn't  expect  mathe- 
matical precision  from  these  people  half 
as  much  as  I  wanted  an  expression  of  feeling 
toward  growth,  survival,  rewards  ,  and  other 
compensations  not  found  on  the  balance 
sheet.  We  asked  eight  questions  ,  which  were 
carefully  framed  to  evoke  opinion  as  well  as 
experience,  questions  dealing  with  progress, 
competition,  finances,  and  attitude  toward 
continuity  of  the  business. 

The  first  question  asked:  "Has  the  busi- 
ness grown,  gone  backward,  or  stood  still  ?  " 
Eighty-one  per  cent  stated  that  the  busi- 
ness had  gone  forward;  13.1  per  cent  said 
they  stood  still,  and  only  6  per  cent  re- 
ported a  decline.  Nearly  all  were  confident 
of  future  growth. 

To  the  question  "What  is  your  strongest 
asset?"  the  answers  covered  a  wide  range 
of  topics—personnel,  product,  service, 
know-how- -all  received  a  heavy  vote,  but 
some  preference  was  shown  toward  service. 
To  the  question  dealing  with  new  lines  or 
products,  not  many  offered  radical  changes 
in    catalog    items     or    services,    but    rather 
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refinements  of  design,  improvement  of 
function  and  technique,  and  better  customer 
relations. 

The  most  startling  response  came  to  the 
four-part  question  which  asked  "Where 
is  your  competition  coming  from:  (a) 
Larger  companies?  (b)  Newcomers?  (c) 
Similar  size  concerns?  (d)  How  are  you 
affected?"  While  larger  companies  ac- 
counted for  37.6  per  cent  of  the  answers, 
50  per  cent  said  they  were  not  adversely 
affected  by  big  company  competition,  and  a 
surprising  number  worried  more  about  the 
newcomers  whom  they  said  "cut  prices  to 
establish  customer  contacts."  The  majority 
of  companies  consider  the  future  promising, 
and  98  per  cent  intend  to  remain  in  busi- 
ness. To  the  query  "Would  you  sell  out  if 
you  could  get  a  price  equal  to  what  your 
business  is  now  worth?"  80.7  per  cent 
said  NO,  and  many  underscored  the  nega- 
tive. 

The  eighth  and  final  question  dealt  with 
needs  for  growth,  that  is  ,  money,  materials  , 
people,  legislation.  Again  there  was  an  eye- 
opening  proportion  who  said  they  did  not 
require  money,  74. 7per  cent,  infact.  Among 
those  who  need  money,  several  echoed  this 
comment,  "We  could  grow  faster  if  we 
could  arrange  long-term  financing.  We  get 
all  the  short  term  money  we  need,  but  this 
is  not  the  answer  for  growth."  Equity  or 
risk  capital  for  plant  expansion,  research, 
and  sales  development  seem  to  be  a  general 
but  not  pressing  need. 

The  heading  "legislation"  encouraged 
many  comments  on  the  desire  for  tax  re- 
lief, and  17.7  per  cent  specified  this  as  an 
objective,  with  many  asking  for  a  graduated 
income  tax  as  a  means  of  finding  capital 
for  re-investment.  However,  many  more 
were  interested  in  better  craftsmen,  men 
with  the  high  pride  of  the  artisan,  and 
specific  mention  was  made  of  designers, 
cabinet  makers,  mechanics,  engineers  and 
with  extra  emphasis  on  need  for  better 
qualified  sales  people.  Several  complained 
about  union  problems,  especially  the  juris- 
dictional strike  in  which  the  proprietor  was 
the  innocent  victim  of  a  family  argument. 

The  findings  of  this  sample  of  420  small 
business  concerns  jibed  with  the  earlier  re- 
ports we  had  received  from  our  offices  on 
the  attitude  of  the  banks.  The  small  busi- 
ness man  said  he  was  getting  loans  for 
seasonal  requirements  without  serious  dif- 
ficulty, which  corroborated  what  100  com- 
mercial banks  in  23  cities  told  our  staff  in 
the  May  interviews.  A  summary  of  their 
opinions     would     sound   like    this:     "We    are 


supporting  small  business  with  loans  that 
are  justified,  with  preference  to  our  regular 
customers  in  the  community- -in  fact,  we 
depend  upon  them  as  a  primary  source  of 
income.  When  we  turn  down  a  loan  it  is  for 
the  following  reasons:  a  poor  operating 
record,  insufficient  information  on  the 
quality  of  assets,  or  a  change  in  the  com- 
petitive situation  affecting  the  risk  quality 
of  the  business." 

The  banks  reported  they  were  in  a  posi- 
tion to  supply  money  for  loans  to  any  un- 
secured short  term  borrower,  that  they 
were,  in  fact,  reserving  funds  to  give  short 
term  borrowers  priority  at  5%  to  5j% 
interest  rates.  The  loaning  officers  inmost 
instances  said  they  asked  for  only  a  balance 
sheet,  accompanied  by  a  profit  and  loss 
statement.  Such  intricate  schedules  as 
budget  forecasts  and  cash  flow  sheets  were 
seldom  requested. 

The  banks  were  most  emphatic  in  stating 
that  they  wanted  to  make  loans  to  small 
concerns  because  they  felt  that  the  growth 
of  the  banks  is  contingent  on  the  growth  of 
business  in  the  community,  and  that  the 
growth  of  business  in  the  community  is 
dependent  on  the  rate  of  growth  of  in- 
dividual business  firms. 

A  banker  in  Providence,  R.  I.,  explains 
his  support  of  the  small  loan  this  way, 
"Let's  make  20  friends  and  new  depositors 
on  a  smaller  scale  with  a  better  interest 
rate  of  5%  to  6%  rather  than  become  tied  up 
in  knots  for  10  years  at  4%." 

Our  Detroit  reporter  states,  "Getting  a 
local  banker  to  admit  he  is  turning  down 
loans  to  small  business  is  just  about  as  easy 
as  to  get  him  to  say  that  he  finds  fault  with 
motherhood." 

The  consensus  of  the  reports  indicate 
that  the  local  bank  is  supporting  the  bor- 
rowing requirements  of  the  community 
merchants,  according  to  seasonal  needs 
for  merchandise.  The  banks  are  less  willing 
to  provide  equity  capital  for  expansion, 
whether  it  be  for  a  new  location,  new  store 
front  or  factory  addition.  A  Texas  banker 
stated,  "The  small  loan  is  the  backbone  of 
the  business  community,"  and  from  Chicago 
another  reports,  "Any  bank  that  forgets  that 
big  customers  grow  from  small  ones,  and 
doesn't  welcome  small  borrowers  ,  is  asking 
to  go  out  of  business,"  and  I  might  add  the 
indignant  remark  from  a  Pennsylvania  bank 
officer  who  asked,  "Small  business?  What 
else  have  we  got  to  live  on?" 

On  the  basis  of  the  information  which  our 
branch  office  system  has  developed  in 
direct    interviews     with    middle     and    small 
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business  in  42  important  trade  centers,  I 
am  tempering  my  views  somewhat  on  the 
whole  aspect  of  the  charge  that  the  little 
man  in  business  is  fighting  a  losing  battle 
for  survival.  The  sample  I  quoted  is  small 
but  it  was  made  with  care,  and  the  results 
are  uniform  for  every  region.  I  believe  we 
have  permitted  the  complaints  of  a  minority 
to  color  our  concept  out  of  all  resemblance 
to  the  facts.  There  are,  I  am  sure,  some 
justifiable  complaints  against  unfair  com- 
petition; there  may  be  some  glass-eyed 
bankers  who  turn  down  good  loans;  there 
are  some  companies  who  would  like  to  do 
research  or  build  a  warehouse  and  can't 
get  a  long  term  loan;  there  are  suppliers 
of  merchandise  who  are  guilty  of  dis- 
criminatory and  unethical  practices,  but 
the  decibel  rating  of  the  complaints  is  out 
of  all  proportion  to  the  evidence  we  find  in 
the  market  places  of  the  nation. 

It  is  not  my  intention  to  justify  or  con- 
demn "big"  business  in  the  dealings  with 
"small"  business.  Most  generalities  are 
glorified  assumptions,  and  they  break  down 
under  factual  analysis  and  appraisal.  The 
abuses  of  "big  business"  and  the  weakness 
of  "small"  business  calls  for  judgment  of 
the  individual  case.  The  business  giant  as 
"the  big  bad  wolf"  is  oftimes  the  illusion 
and  alibi  of  the  inexperienced,  the  incom- 
petent, and  the  special  pleader.  Big  busi- 
ness buys  from,  sells  to,  and  competes  with 
small  business.  Neither  can  get  along  with- 
out the  other.  There  is  often  a  natural 
magnetism  between  small  processors  and 
distributors  and  certain  larger  companies. 
The  middle-sized  and  smaller  companies 
have  shown  remarkable  agility  and  ability 
in  all  ranges  of  competition.  Not  many 
disputes  are  problems  in  black  and  white. 
There  are  shades  of  distinction  to  be  con- 
sidered on  both  sides.  We  cannot  set  up 
"the  big  bad  wolf"  against  "the  poor  little 
lambs"  and  consider  that  a  true  picture  of 
competition.  As  one  small  Georgia  manu- 
facturer wrote,  "My  business  will  probably 
never  be  much  bigger  than  it  is  now,  but  I 
believe  that  big  business  with  its  capacity 
for  research  and  development,  is  largely 
responsible  for  the  many  good  things  we 
enjoy  in  this  wonderful  country."  Mergers 
are  taking  place  constantly.  The  joining  of 
two  companies  may  eliminate  one,  but  it 
often  creates  five  or  more  new  enterprises 
as  dislocated  people  shift  about  and  set  up 
other  enterprises. 

Thousands  of  people  enter  business  every 
day,  aware  of  the  risk  and  yet  eager  for  the 
opportunity,  and  our  economy  depends  upon 


this  fresh  blood  for  processors  of  parts 
and  distributors  of  finished  goods.  The 
relationship  here  is  friendly  and  coopera- 
tive, seldom  antagonistic,  and  it  is  usually 
a  profitable  transaction  for  all  involved. 

Earlier  I  spoke  of  the  five  freedoms, 
but  the  American  business  man,  even  the 
successful  manager  or  proprietor,  claims 
a  sixth  freedom,  the  freedom  to  gripe.  They 
exercise  this  freedom  even  when  things  are 
going  reasonably  well,  but  perhaps  not  at 
the  high  level  they  planned  or  hoped  for. 

Our  company  throughout  its  140  offices 
receives  thousands  of  letters  annually  from 
traders  all  over  the  country.  They  run  the 
gamut  of  opinion,  complaint,  excuse,  but 
they  are  all  human  documents  in  which  a 
man  pours  out  his  heart  on  paper,  and  he 
seeks  advice.  We  hear  their  tales  of  dire 
distress,  of  fond  hopes,  and  we  answer 
many  thousands  of  requests  for  guidance  in 
management  problems. 

These  problems  today  are  real,  but  the 
obstacles  to  progress  and  survival  are  not 
insurmountable  to  the  man  who  has  the 
know-how  and  the  stamina  to  fight  the  battle 
for  profits.  There  is  no  doubt  that  fixed 
expenses  are  rising,  putting  the  profit 
squeeze  on  many  small  retailers.  Appliance 
stores  have  been  fighting  a  glutted  market 
and  the  discount  house.  Apparel  shops  have 
watched  rentals  and  scales  costs  mount 
along  with  volume,  while  profits  have 
slimmed  off  and  in  some  instances,  dis- 
appeared. 

This  is  neither  the  time  nor  place  to 
deal  with  specific  trades  and  their  hazards. 
The  problem  of  expenses  versus  profits  is 
not  new.  It  is  a  primary  struggle  of  the 
market  place  and  always  will  be.  It  is  a 
means  by  which  the  competent,  the  diligent, 
the  resourceful,  are  tested  for  success. 
Since  there  is  no  barrier  to  entering  trade, 
there  can  be  no  guarantee  against  the 
penalties  of  poor  judgment,  and  commercial 
failure  is  part  of  the  wear  and  tear  of  the 
machinery  of  distribution. 

The  nerve  system  of  our  manufacturing 
and  distributive  system  is  the  middle  sized 
and  little  business.  They  contribute  flexi- 
bility and  elasticity  to  our  economic  sys- 
tem, and  are  responsible  in  a  large  measure 
for  our  prosperity  as  they  make  and  move 
merchandise  along  Main  Street  in  50,000 
communities.  They  are  in  business  because 
of  their  independence  of  spirit,  their  com- 
petitive instinct,  and  their  desire  to  serve. 
They  are  not  asking  for  security  against 
risk,  or  for  special  privilege  against  a 
competitor      regardless     of    size.     All     they 


15 


want  is  fair  play  and  equal  opportunity. 
They  are  not  -waiting  for  you  or  me  to  lead 
them  by  the  hand  as  they  seek  out  new 
products,  new  services  and  new  customers 
at  a  profit  to  themselves  and  their  suppliers 
for  the  total  benefit  of  the  community.  They 
are  out  there  ahead  of  us. 

The  alert  manager  or  proprietor  of  a 
growing  young  business  is  eager  for  any 
help  he  can  get  in  measuring  his  progress. 


The  best  guidance  we  can  offer  him  is  the 
established  management  and  financial  ratios 
for  the  successful  concerns  in  his  line, 
along  with  the  usual  advice  on  record- 
keeping, inventory  controls,  and  accurate 
cost  accounting.  He  needs  help  on  mer- 
chandising tactics  and  techniques  of  sell- 
ing. But  he  doesn't  need  coddling  nor 
protection  against  the  risks  of  normal 
competition. 


EXHIBIT  I 

SURVEY  OF  SMALL  BUSINESS 

Made  by  Dun  &  Bradstreet  in  42  cities,  during  the  last  week  of  August,  1957.  Ten  busi- 
nesses were  selected  in  each  area,  420  in  all,  with  a  high  of  $2, 000, 000  sales  in  manu- 
facturing, and  a  low  of  $50,000  in  retailing,  and  median  sales  of  $500,000  to  $1,000,000, 
The  ten  in  each  city  consisted  of: 

3  Manufacturers 

2  Wholesalers 

3  Retailers 

2  Service  Companies 

FINAL  TABULATION  OF  ANSWERS  TO  QUESTIONNAIRE 


QUESTION  I. 

In    the    last 
stood  still? 


few    years     (say    5    or    10  years)  has  your  business  grown,  gone  backward  or 


ANSWER: 


Mfrs. 

Has  grown 84.5% 

Has  gone  backward 4.7 

Has  stood  still 10.8 


Whole - 
salers 

80.9% 

3.4 
15.7 


Retailers 

7  5.9% 

9.0 
15.1 


Service 
companies 

84.1% 

5.8 
10.1 


Total 

80.9% 

6.0 
13.1 


QUESTION  II. 

In  the  coming  years,  will  your  business  grow,  go  backward,  or  stand  still,  in  your  opii 

ANSWER: 


Mfrs. 

It  will  grow 82.9% 

It  will  go  back-wards 3.9 

It  will  stand  still 12.4 

Don't  know 0.8 


Whole- 

Service 

salers 

Retailers 

companies 

Total 

83.3% 

66.4% 

76.5% 

76.8% 

1.2 

3.8 

1.5 

2.9 

13.3 

26.0 

19.1 

17.9 

2.2 

3.8 

2.9 

2.4 
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QUESTION  III. 

(a)  If  anything  has  held  back  your  growth,  what  are  the  factors? 

ANSWERS: 

Whole-  Service 

Mfrs.                salers  Retailers  companies             Total 

Nothing  in  particular 34.6%               25.8%  24.8%  31.3%                  29.2% 

Competition 10.3                   13.5  24.0  14.0                      15.7 

Lack  of  capital  and 

financing.... 12.4                     9.0  9.6  14.1                      11.1 

Lack  of  capable  personnel..    6.6         7.9  8.0  9.4          7.7 

Taxes 7.4        10.1  4.0  6.2          6.8 

Inadequate  facilities  and 

equipment 7.4                     5.6  8.8  0.0                        6.3 

Cost  squeeze 2.9                    9.0  1.6  3.1                       3.9 

Tight  money 3.7                      3.4  2.4  4.7                        3.4 

All  other* 14.7                   15.7  16.8  17.2                      15.9 

*  "All  other"  includes  economic  conditions,  reduced  levels  of  residential  construc- 
tion, strikes,  neighborhood  deterioration,  reluctance  to  expand,  illness  in  family,  credit 
practices,  and  special  local  conditions. 

(b)  If    you    feel    that    you   are    doing   better    than  your  competition,  what  is  your  strongest 
asset? 

ANSWER: 

Whole-  Service 

Mfrs.                salers  Retailers  companies             Total 

Nothing  in  particular 25.9%               21.3%  18.0%  26.1%                  22.3% 

Service  and  customer  rela- 
tions       14.7                  32.6  22.6  29.0                    23.6 

Quality  of  products  and 

service 17.2                   13.5  27.1  21.7                     20.4 

Ability,  reputation  and  ex- 
perience        14.7                   15.0  14.3  7.3                      14.0 

Competent  personnel 4.3                     5.6  5.2  8.7                        5.7 

Equipment  and  facilities  ....         7.7                      3.4  6.0  4.3                        5.7 

Flexibility 6.0                      1.1  3.0  0.0                        2.9 

New  Products 5.2                      1.1  0.0  0.0                        1.7 

All  other 4.3                     3.4  3.8  2.9                        3.7 


QUESTION  IV. 

Do     you     know    of    any    particular     small     or    moderate  size  concern  in  your  line  making 
exceptional  progress? 


ANSWER: 


Mfrs. 


Whole- 
salers 


Retailers 


Service 
companies 


Total 


Yes 15.9%  14.1% 

No 84.1  85.9 


14.8% 
85.2 


13.6% 
86.4 


14.9% 
85.1 
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QUESTION  V. 

Do    you    have    any    specific    plans;    that   is    a  new  gimmick,  or  a  new  line,  or  a  new  way  of 
selling  which  might  increase  your  sales? 

ANSWER: 


Mfrs. 

Nothing  in  particular 44.9% 

Will  add  new  lines  or 

products 27.6 

Will  advertise  more  exten- 
sively   3.2 

Will  open  new  branches  or 

new  accounts 0.0 

Working  on  new  designs 

and  patents 12.6 

Will  feature  better  promo- 
tion and  service 3.9 

Will  remodel 0.0 

Will  add  new  equipment 3.9 

Will  grant  more  credit 0.0 

All  other 3.9 


Whole  - 

Service 

salers 

Retailers 

companies 

Total 

52.1% 

62.6% 

65.1% 

55.0% 

16.7 

5.7 

14.2 

16.4 

6.3 

10.6 

9.5 

7.2 

15.6 

1.6 

3.2 

4.6 

1.0 

0.0 

1.6 

4.4 

4.2 

5.7 

0.0 

3.9 

0.0 

6.4 

1.6 

2.2 

2.1 

0.0 

1.6 

1.9 

0.0 

3.3 

0.0 

1.0 

2.0 

4.1 

3.2 

3.4 

QUESTION  VI, 


What  is  the  source  of  your  principal  competition? 

ANSWER: 


Mfrs. 

Large  companies 34.5% 

Newcomers 14.8 

Similar  size  concerns  .......      50.7 


Whole- 
salers 

34.3% 

18.6 

47.1 


Retailers 

44.0% 

15.2 

40.8 


Service 
companies 

37.3% 

19.4 

43.3 


Total 

37.6% 

16.5 

45.9 


QUESTION  VII. 

(a)  How  do  you  view  your  opportunities  in  the  future?  Do  you  contemplate  remaining  in 
this  business?  Would  you  sell  out  if  you  could  get  a  price  equal  to  what  the  business  is 
worth  ? 

ANSWER:     (a)  The  future 

Whole-  Service 

Mfrs.               salers  Retailers              companies             Total 

Bright 34.7%               29.5%  21.5%                       38.7%                  29.8% 

Good.... 53.8                   58.0  50.7                          46.8                     52.6 

So-so 6.9                  10.2  17.1                            9.7                     11.4 

Poor 4.6                     2.3  10.7                             4.8                       6.2 

(b)  Remaining  in  this  business? 

Yes 97.6%               98.8%  96.8%                      97.1%                 98.0% 

No 0.8                     1.2  1.6                             2.9                        1.5 

Don't  know.. 1.6                     0.0  1.6                             0.0                       0.5 
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ANSWER --Continued 

(c)  Would  sell 


Mfrs. 


Yes 10.9% 

No 7  9.8 

Perhaps 5.4 

Don't  know 3.9 


Whole- 

Service 

salers 

Retailers 

companies 

Total 

11.8% 

15.4% 

18.5% 

13.7% 

84.6 

79.3 

80.0 

80.7 

2.4 

3.8 

1.5 

3.7 

1.2 

1.5 

0.0 

1.9 

QUESTION  VIII. 

Do    you    have    any    special   needs    in  money,    materials,  people,  government  legislation  to 
help  your  growth? 

ANSWER: 

Whole-  Service 

Mfrs.  salers  Retailers  companies  Total 

No  special  needs 22.0%  25.7%  30.0%  20.8%  25.3% 

Money 28.4  23.8  20.6  22.1  23.8 

People 18.4  18.8  15.0  22.0  17.9 

Tax  Reduction 15.6  16.8  20.0  18.2  17.7 

Other  Legislation* 13.5  14.9  13.8  13.0  13.8 

Materials 2.1  0.0  0.6  3.9  1.5 

*  "Other  Legislation"  includes  legislation  regarding  housing,  tariffs,  and  imports, 
price  cutting,  Fair  Trade,  doing  something  about  cutting  costs,  curbing  unions,  curbing 
big  business,  curbing  inflation,  lower  postal  rates,  more  government  spending,  less 
government  spending,  regulating  buying  cooperatives,  trade  discounts,  controlling  chain 
stores,  controlling  worthless  checks,  and  prohibiting  Sunday  shopping. 


THE  ATTITUDE  OF  SMALL  BUSINESS 
TOWARD  TECHNICAL  AND  DISTRIBUTION  RESEARCH 


Lyle  M.  Spencer,  President 

Science  Research  Associates 

Chicago,  Illinois 


To  increasing  numbers  of  American  busi - 
ness  men,  the  magic  phrase  "research  and 
development"  possesses  the  same  irresist- 
ible lure  of  economic  opportunity  that  free 
land  in  the  West  did  up  to  about  1890,  and  the 
development  of  mineral  resources  and  in- 
troduction of  mass  production  methods  did 
during  the  first  half  of  this  century. 

In  a  very  real  sense,  the  ideas  being 
generated  by  the  best  minds  on  our  uni- 
versity campuses  and  commercial  labora- 
tories now  represent  the  most  exciting 
frontiers  to  modern  business  entrepreneurs. 


The  receptivity  of  business  to  new  ideas 
and  fresh  thinking  has  never  been  better 
than  it  is  today.  Indeed,  the  speed  with 
which  ideas  and  techniques  based  on  re- 
search are  being  adopted,  particularly  by 
big  business,  is  breath-taking.  National 
research  and  development  expenditures, 
currently  between  $5  and  $6  billion,  are 
growing  at  a  rate  considerably  higher  than 
10  per  cent  per  year,  over  four  times  the 
increase  of  the  gross  national  product.  In 
one  sample  of  65  companies  operating  their 
own     research     departments,    two-thirds    of 
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these    departments   had   been  established  in 
just  the  last  3  years. 

While  conditions  vary  enormously  from 
one  industry  to  another,  of  course,  it  has 
been  estimated  that  more  than  50  per  cent 
of  the  sales  of  large  manufacturing  com- 
panies stem  from  research-developed 
products  that  did  not  even  exist  before 
World  War  II.  Astonishing  contrasts  exist 
between  the  growth  and  profit  statements  of 
corporations  that  pursue  aggressive,  well- 
planned  research  programs  and  those  that 
do  not. 

Facts  of  this  sort  and  the  inferences  to 
be  drawn  from  them  are  not  yet  well 
understood  in  the  small  business  com- 
munity. The  blunt  fact  that  only  about  1  1 
per  cent  of  the  manufacturing  firms  with 
more  than  50  employees  now  possess  sys- 
tematic research  programs  of  any  kind  is 
proof  enough  of  this  point.  Nor  are  the 
inferences  to  be  drawn  from  such  facts 
generally  appreciated.  These  inferences 
unquestionably  spell  danger  to  small  com- 
panies--what  someone  has  called  the  4 
million  islands  of  individual  initiative -- 
that  have  traditionally  constituted  the  back- 
bone of  our  American  business  society. 

In  our  attitudes  toward  research,  we 
small  business  men  are  just  about  at  the 
point,  I  suspect,  where  big  business  was  20 
years  ago.  We  have  a  lot  of  catching  up  to 
do,  and  quickly. 

As  I  understand  it,  the  major  objective  of 
this  Conference  is  to  help  with  this  catching 
up  process  ...  to  suggest  more  and  better 
ways  by  which  small  business  men  can 
utilize  research  and  development  to: 
(1) increase  sales. 

(2)  reduce  costs. 

(3)  improve    old   products    and   develop 
new  ones,  and 

(4)  enlarge  profits. 

If  this  Conference  proved  successful,  its 
results  will  be  demonstrated  during  the 
years  ahead  by  the  thousands  of  small  com- 
panies that  will  have  been  encouraged  to 
install  or  expand  well -conceived  research 
and  development  programs.  To  produce 
such  results,  however,  a  number  of  barriers 
that  now  exist  in  the  minds  of  most  small 
business  executives  about  research  and 
development  will  need  to  be  overcome. 

The  data  in  this  paper  are  abstracted 
largely  from  the  small  business  surveys 
conducted  by  Ernest  Loen  and  Douglas 
Williams  for  this  Conference,  and  from 
five  annual  studies  conducted  by  my  com- 
pany for  the  Young  Presidents'  Organiza- 
tion,    which     is     composed    of    about     1200 


presidents  of  small  and  medium-sized  com- 
panies. 

The  barriers  to  face  are  these: 

BARRIER  1.  Few  of  us  small  business 
people  yet  realize  the  great  urgency  of  un- 
dertaking sound  research  and  development 
programs  to  maintain,  let  alone  improve, 
our  competitive  business  positions.  The 
problem  is  still  too  new,  and  not  enough 
of  us  have  yet  been  hit  in  our  balance  sheets 
by  lack  of  adequate  research  plans. 

As  recently  as  1880,  no  commercial  re- 
search laboratory  even  existed  in  the 
United  States.  Even  Thomas  Edison  had 
only  begun  his  preliminary  puttering  then. 
Since  that  time,  money  spent  for  business 
research  has  increased  more  than  500-fold 
while  our  country's  population  has  ap- 
proximately tripled.  The  number  of  re- 
search laboratories  have  grown  from  1000 
in  about  1930  to  nearly  5000  today,  and  the 
number  of  research  scientists  from  50,000 
to  a  whopping  250,000. 

It  would  be  unfair  to  imply  that  we  small 
business  men  are  entirely  unaware  of  this 
meteoric  growth  of  research.  What  most  of 
us  have  not  yet  done,  however,  is  to  begin 
thinking  realistically  about  how  such  re- 
search might  apply  to  our  own  companies. 
When  asked  about  this  point,  our  first 
reactions  are  likely  to  be  distinctly  de- 
fensive, such  as  "Who  needs  research"  or 
"What's  in  it  for  me?"  or  ''Research  is 
all  right  for  the  big  company,  but  it  doesn't 
fit  a  little  guy  like  me." 

Many  of  these  belief  barriers  I  will 
mention  are  mistaken.  Nevertheless,  busi- 
ness executives  base  their  decisions  on 
these  beliefs,  just  as  though  they  were 
facts.  When  these  attitudes  are  based  on 
inadequate  evidence  or  mistaken  informa- 
tion, one's  mind  gets  locked  in  a  room  with 
open  doors,  incapable  of  grasping  the  oppor - 
tunities  passing  just  outside  his  mental 
portals. 

BARRIER  II.  "The  financial  risk  of  re- 
search is  too  high  and  the  results  too 
uncertain  for  me  to  take  the  gamble." 

The  available  evidence  suggests  that  the 
risks  inherent  in  many  research  programs 
are  indeed  high.  On  balance,  they  are  likely 
to  be  highest  in  new  product  development,  a 
good  deal  lower  in  distribution  research, 
and  possibly  lowest  in  finding  new  cost- 
cutting  procedures.  In  the  plant  or  factory 
their  costs  also  vary  tremendously  from 
one  industry  to  another. 

One  study  made  by  Booz,  Allen  and 
Hamilton  of  120  major  industrial  firms 
last     year     indicated     that    even    the    most 
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successful  companies  experience  a  50  per 
cent  failure  rate  in  new  product  develop- 
ment, and  that  the  average  firm  with  a 
well-planned  research  program  had  only 
one  out  of  three  projects  proving  successful. 

The  Hilton  and  Riggio  Advertising  Agency, 
which  specializes  in  launching  new  products, 
sounds  a  similar  note  of  warning.  Reporting 
on  the  postwar  experiences  of  200  large, 
well-financed  manufacturers  of  consumer 
products,  only  19  per  cent  of  the  new  items 
these  firms  brought  on  the  market  proved 
to  be  financially  successful.  Most  frequent 
causes  for  failure  were  lack  of  well- 
thought-out  marketing  plans  and  premature 
introduction  of  new  products  before  all  the 
bugs  had  been  eliminated. 

Evidence  of  still  another  sort  is  avail- 
able in  the  experience  of  well -managed 
companies  with  the  "urge  to  merge,"  who 
have  attempted  to  buy  their  technical  or  dis- 
tribution research  ready-made  through  the 
purchase  or  acquisition  of  other  firms.  Tab- 
ulation of  their  results  indicates  that  from 
100  to  250  going  concerns  ordinarily  need  to 
be  screened  to  find  one  where  a  successful 
acquisition  or  merger  can  be  made. 

The  business  risk  factor  in  research  is 
unquestionably  high.  The  doubts  of  small 
business  men  about  undertaking  such  risks 
are  well-founded,  and  the  best  advice  and 
counsel  are  needed  in  finding  new  means 
by  which  these  risks  can  be  reduced. 

BARRIER  III.  "Research  is  inherently 
too  expensive  and  the  payoff  takes  too  long 
for  me  to  afford  it." 

Again  the  available  evidence  tends  to  sup- 
port this  attitude.  The  National  Science 
Foundation  estimates  that  the  average  cost 
for  a  professional  research  man  is  some- 
thing like  $27,000  per  year.  One  large 
management  consulting  firm  advises  its 
clients  against  setting  up  their  own  re- 
search and  development  departments  unless 
they  are  prepared  to  make  a  minimum 
financial  commitment  of  $100,000  annually 
for  at  least  5  years  before  expecting  the 
operation  to  pay  off.  The  lead  time  between 
the  inception  of  a  successful  new  invention 
and  its  profitable  marketing  in  a  wide 
variety  of  industries  has  been  found  to 
average  between  5  and  7  years.  So  the 
establishment  of  even  a  modest-sized  re- 
search department  is  a  material  item  for 
middle-sized  companies,  and  far  beyond  the 
reach  of  most  small  ones. 

BARRIER  IV.  "Even  if  I  could  develop  a 
research  program  that  paid  off,  I  lack  the 
necessary  working  capital  to  finance  the 
company  growth  that  would  result." 


Possibly  the  most  controversial  topics 
among  small  business  men  these  days  are 
the  question  of  credit  and  access  to  working 
capital.  Recognizing  that  their  profit 
margins  have  been  consistently  lower  than 
those  of  large  companies  during  the  last 
10  years,  most  small  business  men  feel 
that  they  are  at  a  distinct  disadvantage 
against  larger  firms  in  obtaining  funds 
needed  for  growth.  The  banking  community 
disagrees  strongly  with  their  viewpoint  and 
has  marshalled  convincing  facts  to  prove, 
as  Mr.  Newman  has  mentioned,  that  while 
credit  is  tight  in  most  areas,  adequate 
short-term  funds  can  be  borrowed  on  rea- 
sonable terms  for  nearly  all  legitimate 
purposes. 

In  a  careful  study  made  for  the  Young 
Presidents'  Organization  last  spring,  itwas 
found  that  three  companies  out  of  four  had 
borrowed  substantially  from  banks  during 
the  previous  year  and  had  usually  been  in 
debt  over  a  period  of  many  months.  Of 
these  borrowers,  five  out  of  six  had  been 
able  to  obtain  the  money  they  needed  for 
routine  business  purposes  on  reasonable 
terms.  A  majority  also  indicated  that  they 
anticipated  little  difficulty  in  continuing 
these  bank  credits  during  the  next  year. 
The  precise  spot  where  tight  money  is 
pinching  these  case -hungry,  growth-minded 
company  presidents  most  painfully,  how- 
ever, is  in  the  area  of  working  capital 
needed  for  expansion.  Two  out  of  five 
said  that  financial  obstacles  to  expansion 
were  the  most  serious  business  problem 
they  currently  faced,  and  that  some  or  all 
of  their  growth  plans  had  been  postponed  or 
dropped  for  this  reason. 

By  far  the  most  sensitive  spot  in  this 
tight  money  category  is  the  difficulty  that 
small  business  men  experience  in  obtaining 
intermediate  or  long-term  loans  -  -usually 
in  the  5 -to- 10  year  bracket.  Equity  financing 
also  is  both  expensive  and  difficult  to 
obtain.  Loans  for  expansion  are  placed  in 
the  ' 'rarer-than-diamonds"  category  by 
most  business  men,  who  typically  feel  that 
they  are  at  a  serious  disadvantage  in  com- 
parison with  larger  businesses  in  obtaining 
such  financing. 

Tight  money  inevitably  is  closely  asso- 
ciated in  the  minds  of  chief  executives  with 
the  federal  tax  structure.  It  is  axiomatic, 
of  course,  for  business  men  to  complain 
about  all  corporate  income  taxes  as  being 
too  high.  But,  in  addition,  a  clear  two- 
thirds  of  these  young  company  presidents 
feel  that  the  present  tax  structure  dis- 
criminates unfairly  against  small  business. 
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Almost  unanimously  they  believe  that  a 
deep  slash  should  be  made  on  at  least  the 
first  $25,000  of  corporate  earnings,  and 
many  feel  that  some  federal  tax  relief 
should  be  provided  on  profits  retained  in 
small  companies  for  expansion  purposes. 

A  really  surprising  point  uncovered  in 
the  study  is  the  widespread  sentiment 
favoring  a  graduated  corporate  income  tax, 
like  the  personal  income  tax- -an  idea 
about  which  most  tax  experts  strenuously 
disapprove. 

BARRIER  V.  "Even  admitting  that  a  re- 
search program  is  important,  I  don't  know 
how  to  plan,   staff  and  run  such  a  program." 

An  essential  feature  of  successful  re- 
search programs  is  their  integration  with 
long-term  company  planning.  Most  small 
business  men  don't  really  do  much  forward 
planning.  Beset  with  hosts  of  day-to-day 
emergencies,  most  of  us  are  forced  to 
spend  an  overwhelming  proportion  of  our 
long  business  days  on  the  urgent  immedi- 
acies rather  than  matters,  such  as  research, 
that  may  be  of  longer-term  importance. 
Furthermore,  most  successful  small  busi- 
ness men  have  risen  to  their  present  posi- 
tions because  they  are  "doers"  and  "get- 
things -done -ers."  Making  the  shift  to 
accomplishing  work  mainly  through  others, 
which  is  the  heart  of  most  company  plan- 
ning, is  a  complicated  mental  switch  for 
anyone. 

Like  eager  salesmen,  we  like  to  see 
quick  results,  and  the  maintenance  of  our 
businesses  often  requires  such  speed.  It 
probably  is  not  much  of  an  exaggeration  to 
state  categorically  that  profitable  research 
and  development  programs  can  be  carried 
out  only  when  accompanied  by  well- 
conceived,  long-term  company  plans. 

Besides  these  five  major  barriers,  there 
are  a  number  of  other  factors- -sometimes 
unconscious  factors  - -that  are  firmly  im- 
bedded in  the  thinking  processes  of  small 
business  men  and  often  militate  against 
the  establishment  of  sound  research  pro- 
grams. Some  of  these  factors  are  deep- 
seated  personality  traits  that  sometimes 
distinguish  sharply  the  small  business  ex- 
ecutive from  the  one  who  is  successful  in 
larger  companies. 

The  first  of  these  factors  is  the  owner's 
fierce  desire  to  retain  control  of  his 
company- -in  the  sense  of  ownership  con- 
trol--at  all  costs.  Many  small  business 
men  do  not  differentiate  sharply  between 
their  own  personal  security  and  the  long- 
term  welfare  of  their  business.  Going  back 
to     the     working     capital     point    mentioned 


earlier,  more  than  half  the  small  business 
presidents  we  have  surveyed  feel  strongly 
that  their  companies  could  be  run  more 
efficiently  and  expanded  faster  if  they  had 
more  working  capital. 

This  lack  of  working  capital- -or  lack  of 
knowledge  about  how  to  obtain  it  without 
jeopardizing  management  control- -can  be 
a  key  factor  in  limiting  research -based 
expansion  programs.  In  one  sample  of  60 
small  companies  where  chief  executives 
were  asked  their  views  about  undertaking 
expansion  projects  requiring  new  outside 
capital  that  would  reduce  direct  ownership 
below  the  51  per  cent  mark,  all  but  seven 
presidents  said  that  they  would  be  unwilling 
to  undertake  such  programs. 

This  attitude  is,  of  course,  markedly 
different  from  that  of  the  professional 
executive  who  expects  to  be  judged  in  a 
publicly-held  corporation  upon  his  ability 
to  keep  his  company's  sales  and  profits 
rising.  The  professional  executive  who  is 
not  worried  about  company  ownership  prob- 
lems tends  to  look  upon  the  acquiring  of 
added  working  capital  as  a  supply  problem 
not  inherently  different  from  securing  any 
other  commodity  the  company  needs. 

Related  to  this  same  problem  are  other 
peculiar  pressures  to  which  decision- 
making executives  in  closely-held  corpora- 
tions are  often  subjected.  In  many  family- 
owned  companies  run  by  second-or  third- 
generation  Horatio  Algers,  the  pressure 
from  other  family  members,  whose  income 
depends  upon  dividends,  may  be  over- 
whelming to  distribute  profits  immediately 
rather  than  plow  them  back  into  the  com- 
pany for  research  and  development  to  pro- 
mote future  growth. 

Another  problem  type  we  encounter  regu- 
larly in  our  small  business  studies  is  the 
company  president,  frequently  the  one  who 
is  getting  along  in  years,  whose  main  desire 
is  to  conserve  profits  earned  in  prior  years 
when  he  was  younger  rather  than  to  rein- 
vest this  capital  in  the  orderly  future  de- 
velopment of  the  company. 

Sometimes  the  resistance  to  progress 
derives  from  other  motivations.  Here  are 
other  types  that  I  am  sure  you  have  often 
encountered  in  your  own  business  experi- 
ence. All  these  types  are  well  represented 
in   the   museum   of  small  business  failures: 

-  -    -The    lazy    company  owner  who  doesn't 

really  want  his  company  to  grow 
because  he  would  then  need  to  work 
harder  or  longer  hours. 

-  -    -The    president    who   temperamentally 

cannot    permit    his    company   to   grow 
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beyond   the    size    where   he  personally 
can  oversee  every  operation  and  make 
every   decision.    A    research  program 
would     basically    be    unthinkable    be- 
cause    only    he     could     run   it,    and   he 
lacks  the  necessary  time  and  training. 
-    -    -The    business    maverick   or    lone    wolf 
who    feels    in  his   heart   that   his    own 
business  genius  makes  it  unnecessary 
to    consult    the     "test-tube     shakers" 
and   the    "slide    rule  boys."  This  type 
may    be    motivated    either   by   fear    of 
being   proved   wrong   or  by  a  fanatical 
belief  in  his  own  intuition. 
While    these    findings    may    sound   pessi- 
mistic,   I    do   not   intend   to   convey   the    im- 
pression    that     successful     research    tech- 
niques    are     beyond     the     reach     of    small 
business.    Indeed,   I   believe    that   there    are 
many     inviting     ways     in    which    profitable 
research   programs    can   be    organized,  de- 
spite these  previously -mentioned  barriers. 
It   will   be  useful  for  us  to  remember,  how- 
ever, that  in  many  respects  small  business 
is    not   a   miniature    of  large   business,    and 
many    of    the    techniques    that   have    proved 
successful  in  the  latter  are  not  necessarily 
appropriate  to  smaller  firms. 

In  my  company's  work  with  small  busi- 
ness, we  have  encountered  scores  of  alert 
executives  who  now  employ  research  imagi- 
natively and  inexpensively  to  improve  the 
competitive  position  of  their  firms.  The 
National  Science  Foundation  has  found  12,000 
companies  with  fewer  than  100  employees 
who  either  conduct  research  and  develop- 
ment facilities  of  their  own  or  finance 
such  work  by  outside  organizations.  I 
strongly  suspect  that  careful  analysis  of 
many  such  cases  and  wide  publicizing  of 
their  proven  techniques  may  cause  other 
progressive  executives  to  say,  "Maybe 
there  is  something  to  this  research  idea 
after  all.  I  think  our  company  could  do 
that  sort  of  thing." 

In  this  connection,  psychological  re- 
searchers have  come  up  with  a  theory 
that  real  personality  differences  may  exist 
between  the  innovator  type  of  executive  who 
tempermentally  likes  to  experiment  with 
new  ideas  and  the  conformist  type 
whose  first  reaction  to  a  new  suggestion 
is  to  give  reasons  why  it  probably 
won't  work. 

After  all,  the  innovator  or  research  ap- 
proach is  basically  an  attitude  of  mind. 
Underneath  all  its  technical  jargon,  it 
really  represents  a  constructive  dissatis- 
faction with  things  as  they  are- -they  believe 
that,    no    matter   how    good   a   product    or    a 


process  is  today,  it  can  be  made  better  or 
a  superior  idea  can  be  found  to  replace  it. 
Small  business  men  I  know,  who  believe 
in  research  and  use  it  successfully,  exhibit 
a  number  of  attitudes  about  it. 

-  -    -They    regard    research   as  essentially 

an  orderly  method  of  collecting  and 
organizing  all  the  available  facts  about 
a  problem  that  will  help  them  to 
predict: 

-  -    -to  predict  which  new  products  or 

distribution  programs  are  most 
likely  to  increase  their  sales 
profitably. 

-  -    -They   believe    that    research    can   help 

them  to  understand: 

-  -    -to  understand  which  elements  in 

each  program  makes  for  its 
success  or  failure. 

-  -    -They   look   on   research  as  an  experi- 

ment: 

-  -    -To       experiment      inexpensively 

with   many   more  programs  than 
they  could  afford  to  undertake  on 
a  full-scale  basis,  thus  enabling 
them   to  sharpen  their  executive 
judgment   and    select   with  mini- 
mum risk  the  programs  that  will 
prove    most    profitable.    Rather 
than    thinking    of   research   as    a 
risky    gamble,    they    consider   it 
an   essential   form    of  insurance 
through    which    they    can   cut   to 
the    bone     the    hazards    inherent 
in    the    major    judgmental    deci- 
sions they  must  make. 
Here    are    a    few   examples    of   the  sort  of 
thing   I   mean,    actual   cases  that  have  made 
true    research   believers    of   a    wide  variety 
of    small    business    men.    Several    of   these 
were     contributed    by    Leo   Shapiro,    an   in- 
genious    Chicago    market     researcher    who 
has     experimented    recently    with    types    of 
distribution    research   that   can   be  done  for 
small  companies  on  modest  budgets. 

A  small  community  bank  in  an  outlying 
neighborhood  of  a  large  midwest  city  had 
budgeted  $10,000  annually  to  solicit  new 
bank  accounts,  mainly  through  coupon  ad- 
vertising in  local  newspapers.  The  bank 
president,  impressed  with  reports  he  had 
read  about  motivation  research,  decided  to 
find  out  how  middle  class  people  decide 
where  to  do  their  banking.  Through  some 
unstructured  interviewing,  seven  different 
approaches  that  seemed  to  offer  possi- 
bilities were  developed.  Three  of  the  most 
likely  were: 

-  -    -Advertisements      conveying     the     idea 

that      this     bank     is     a     large,     well- 
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financed  institution  to  which  you  can 
safely  entrust  your  savings; 

-  -    -Advertisements     which     urge    you    to 

save  for  a  specific  purpose,  and  this 
bank  is  a  good  custodian  of  your 
funds  until  you  want  to  spend  them; 

-  -    -Ads    which    infer   that   this    bank  is    a 

friendly     local    institution    interested 

in    serving   the    smaller  customer  and 

wanting    to  help  him   with   his    money 

problems. 

The    last    of    these     copy   themes    proved 

most   effective    for   this   bank   and  produced 

almost   four   times    as    many   new  customer 

accounts    with  the  same  advertising  budget, 

in  the    face    of  tight   money   as    in   previous 

years. 

A  small  meat  packer  in  a  midwestern 
town  was  looking  for  a  way  to  perk  up  his 
dog  food  business,  which  he  had  started  as 
a  device  to  use  profitably  the  meat  scraps 
left  over  from  his  fresh  meat  supply  com- 
pany. Observing  the  advertising  programs  of 
his  larger  dog  food  competitors,  he  decided 
to  find  out  what  customers  thought  of  his 
product  and  whether  the  advertising  slogan 
that  several  of  the  others  used,  "Dogs  like 
it,"  was  really  effective.  One  of  the  inter- 
viewers happened  to  observe  that  house- 
wives typically  held  the  project  sponsor's 
dog  food  cans  at  arm's  length  and  turned 
their  heads  away  when  opening  the  cans. 
In  the  opinion  of  these  women,  he  quickly 
learned,  this  brand  of  dog  food  looked  bad 
and  probably  smelled  bad,  although  most 
of  them  had  never  actually  sniffed  it. 

Noting  laconically  in  his  report  that 
dogs  "neither  buy  dog  food  nor  open  the 
can,"  the  researcher  recommended  the 
proper  scenting  of  this  canine  commodity 
and  artificial  coloring  to  enhance  its  ap- 
pearance. This  brand  of  dog  food  has  been 
selling  satisfactorily  ever  since. 

In  still  another  situation,  the  part  owner 
of  a  small  chain  of  grocery  stores  became 
interested  in  the  brisk  sale  of  name  brand 
detergents  and  the  low  cost  at  which  a 
commercial  research  laboratory  said  it 
could  develop  and  show  him  how  to  manu- 
facture this  product.  The  company  decided 
to  bring  out  its  private  label  brand  and 
instructed  its  store  clerks  to  push  the 
detergent  at  every  opportunity. 

When  stocked  in  the  stores,  the  new 
product  proved  to  be  a  complete  flop. 
Despite  the  fact  that  it  was  priced  at  30 
cents  per  box  below  its  well-known  com- 
petitors. Only  a  small  research  proj- 
ect was  required,  however,  to  find  out 
why. 


The  answer  turned  out  to  be  that  most 
women  now  buy  their  first  package  of  a 
detergent  on  the  basis  of  coupons  or  a 
sample.  Most  women  are  unwilling  to  risk 
trying  a  new  brand  of  detergent  they  must 
pay  for.  Little  is  to  be  gained  in  their 
view,  since  "soap  is  just  soap,"  no  matter 
whose  label  is  on  it.  Additionally,  many 
women  felt  that  the  low  price  of  the 
private -brand  detergent  meant  that  it  was 
probably  weak. 

The  answer  which  research  provided  in 
this  case  was  to  wrap  a  large  and  a  small 
box  of  the  detergent  together,  with  a  guaran- 
tee that  the  shopper  could  return  the  large 
box  for  a  full  refund  if  the  small  box 
proved  unsatisfactory.  In  addition,  the  price 
per  box  was  raised  by  20  cents  which  more 
than  paid  for  the  additional  sampling  cost 
and  contributed  nicely  to  added  profit. 

A  job  shop  metal  fabricator  with  faith  in 
research  has  an  interesting  approach  to  the 
problem  of  cost  reduction.  "My  wage  in- 
creases average  67  per  cent  a  year,"  he 
says,  "which  is  much  more  than  I  can 
raise  prices  these  days.  I  routinely  budget 
$2  500  annually  for  a  methods  study  of  one 
department,  even  if  the  department  seem- 
ingly is  operating  efficiently.  My  mother 
gave  us  kids  sulfur  and  molasses  every 
spring  whether  we  were  sick  or  not.  In  the 
same  sense,  I  find  that  this  company 
cleansing  pays  off  more  often  than  not.  It's 
the  only  way  I  see  to  keep  labor  produc- 
tivity   rising   to  protect  my  profit  margin." 

Numerous  examples  abound  of  new  prod- 
uct development  by  small  companies  that 
have  paid  off  handsomely.  Time  permits 
only  their  very  brief  mention  here.  One 
is  the  case  of  a  small  coated  paper  com- 
pany which,  by  working  closely  with  a 
large  firm  which  had  developed  the  basic 
process,  solved  the  technical  problems  of 
manufacturing  carbonless  carbon  paper  in- 
expensively and  in  large  quantities,  and  this 
new  account  has  added  materially  to  the 
small  company's  sales. 

Another  up-from-nothing  example  is  the 
case  of  a  salesman  for  gasoline  engine 
cleaning  compounds  who  made  a  habit  of 
sending  regular  reports  to  his  firm's  tech- 
nical department  on  the  strengths  and 
weaknesses  of  their  products  from  the 
customer's  viewpoint.  His  company  was 
seemingly  allergic  to  change  and,  in  fact, 
the  sales  manager  even  objected  that  the 
salesman  lacked  enthusiasm  and  company 
loyalty  in  harping  on  these  product  defects. 

Finally,  in  disgust,  this  salesman  who 
lacked   technical   training   drew   up   a  set  of 
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specifications  for  a  good  engine  cleaning 
compound  and  took  it  to  an  outside  research 
organization  where  he  financed  its  develop- 
ment with  his  own  modest  savings.  The 
proprietary  product  that  resulted  has  put 
the  salesman  in  the  two-Cadillac  class  and 
he  now  possesses  21  salesmen  of  his  own 
whose  complaints  he  is  determined  to  heed. 

And  one  last  example  in  another  area. 
Noting  that  its  sales  were  not  keeping  pace 
with  the  industry,  the  executive  committee 
of  a  local  chain  of  gasoline  stations  had 
almost  decided  that  its  advertising  program 
was  inadequate  and  that  a  switch  of  ad 
agencies  was  needed  to  provide  a  sales 
stimulant. 

Persuaded  to  conduct  a  little  market 
research  first,  costing  a  few  thousand 
dollars,  the  interviewers  quickly  found  that 
customers  thought  that  the  company's  prod- 
uct was  excellent.  Further  questioning  of 
these  same  customers  also  revealed,  how- 
ever, that  they  thought  some  nine  other 
brands  of  gasoline  were  equally  good.  They 
had  their  tanks  filled  wherever  it  was  most 
convenient,  and  they  particularly  liked  large, 
well-lighted  stations.  The  nub  of  the  matter 
was  that  the  company  had  dropped  behind 
in  its  station  modernization  and  location 
program.  Over  four  years  were  required 
to  catch  up,  and  the  problem  would  have 
become  much  worse  had  the  decision  to 
change  advertising  agencies  as  a  solution 
been  followed. 

One  astute  executive  summarized  the 
case  for  research  about  as  well  as  I've 
heard    it    stated   when   he    said,    "All   of  us 


think  that  we  personally  possess  common 
sense  and  practical  judgment.  Wemusthave 
this  faith  in  ourselves  to  run  our  businesses. 
But  sensible  research  helps  more  than  any- 
thing I  know  to  separate  our  prejudices 
and  presuppositions  from  what  the  customer 
really  wants  to  buy.  The  larger  a  company 
grows,  the  greater  the  distance  between 
the  decision-making  executive  and  the  spot 
where  money  actually  changes  hands." 

It  is  evident  from  the  foregoing  that  re- 
search techniques  can  be  applied  success- 
fully to  nearly  all  types  of  small  business, 
both  in  the  technical  and  distribution  fields. 
The  problems  to  be  surmounted  are  not 
simple  ones,  however,  and  special  care 
needs  to  be  exercised  in  dealing  construc- 
tively with  the  attitudes  and  biases  that 
many  small  business  men  now  harbor  about 
research. 

Most  small  business  men  possess  vast 
stores  of  initiative  and  drive  that  can  be 
turned  enthusiastically  to  solving  their  re- 
search and  development  problems  once  the 
barriers  in  their  minds  and  the  attitudinal 
resistances  have  been  torn  away. 

Research  discoveries  represent  the  main 
route  to  progress  for  business  in  the  next 
generation.  Belief  in  the  idea  of  progress 
itself,  which  is  the  great  distinguishing 
feature  of  our  western  civilization,  is  a 
conception  that  is  scarcely  300  years  old. 
The  Greeks  lacked  it,  and  so  did  the  Romans. 
The  faith  that  things  will  continue  to  get 
better  and  that  progress  is  endless  is  a 
belief  that  is  essential  to  our  capitalistic 
system. 


HIGHLIGHTS  OF  A  NATIONWIDE  SURVEY  AMONG  SMALL  BUSINESS  MEN 

ON  PRODUCT  DEVELOPMENT 


Charles  N.  Kimball,  President 


Midwest  Research  Institute 


Kansas  City,  Missouri 


As  Deputy  Chairman  for  Product  Develop- 
ment of  this  Conference,  I  have  been 
privileged  to  read  many  of  the  presentations 
you  will  hear  tomorrow  and  Wednesday. 
They  represent  a  searching  analysis  of  the 
problems  we  have  come  here  to  discuss. 
Many  of  the  speakers  and  workshop  leaders 
have  done  a  lot  of  personal  research  to 
insure  that  their  recommendations  will  be 
both  pertinent  and  meaningful. 


On  a  numerical  basis,  small  business 
represents  by  far  the  largest  proportion 
of  companies  in  the  country.  As  a  collective 
group,  small  business  constitutes  a  major 
element  in  the  nation's  economy.  The  future 
technical  progress  of  small  businesses  will 
have  a  tremendous  influence  on  our  gross 
national  product,  and  on  our  economic  and 
military  security. 

The      preeminent      position      which      this 
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country  occupies  today  is  due,  in  a  major 
sense,  to  what  may  be  called  its  technologi- 
cal potential.  This  can  be  defined  as  the 
product  of  two  basic  factors:  first,  the 
knowledge  of  what  to  do,  and  second,  the 
will  or  desire  to  do  it.  The  first  of  these 
factors  is  supplied  by  technical  people,  and 
the  second,  by  what  we  call  business  enter- 
prise. 

Our  technological  potential  is  the  highest 
of  any  country  in  the  history  of  civilized 
man.  It  accounts  for  our  present  standard 
of  living  and  our  basic  national  security. 
It  is  not  necessarily  directly  related  to 
natural  resources,  although  we  have  these, 
too,  in  abundance.  But  Switzerland,  for 
example,  has  very  limited  natural  re- 
sources, yet  has  tremendous  technological 
potential  for  its  size.  This  is  because  it 
has  the  necessary  technical  competence 
coupled  with  a  high  degree  of  business 
enterprise.  On  the  other  hand,  there  are 
countries  in  the  free  world  possessing 
great  natural  resources  and  famed  technical 
skills,  which  do  not  measure  up  to  us  or 
to  the  Swiss,  simply  because  they  do  not 
couple  these  qualities  with  effective  busi- 
ness enterprise.  Countries  on  the  other 
side  of  the  Iron  Curtain  lack  technological 
potential,  although  their  technical  knowledge 
and  abilities  are  admittedly  quite  high. 
But  the  will  to  use  this  knowledge  is  stifled 
by  government  intervention,  with  a  conse- 
quent reduction  of  individual  incentive. 

Small  business  can  and  should  play  an 
increasing  role  in  building  up  our  national 
technological  strength.  Research  and  de- 
velopment performed  in  increasing  amounts 
by  small  business  may  be  the  biggest  single 
boost  to  national  economic  security.  Its 
role  in  terms  of  military  security  is 
obvious,  especially  during  national  emer- 
gencies. This  situation  can  be  fortified 
appreciably  by  a  growing  technical  con- 
sciousness on  the  part  of  small  business 
men  throughout  the  country. 

The  small  business  man  will  want  to  view 
research  and  development  not  solely  as  a 
means  of  insuring  the  success  or  survival 
of  his  company,  for  he  has  other  obligations 
as  a  citizen  of  the  United  States.  For  ex- 
ample, he  certainly  outnumbers  any  other 
type  of  business  man.  He  serves  frequently 
on  school  boards,  juries,  in  state  legisla- 
tures or  in  other  appointive  or  elective 
public  offices.  How  can  he  do  an  adequate 
job  on  these  assignment  in  this  technolog- 
ical era  without  a  real  understanding  of 
technology  ? 


During  the  year  in  which  this  Conference 
has  been  in  the  planning  stage,  some  of  us 
have  wondered  about  the  key  problem  of  the 
small  business  man,  with  his  urgent  type 
of  existence.  It  may  not  really  be  how  to 
do  more  research  and  development,  but, 
more  specifically,  why  he  should  do  it  at 
all.  He  has  myriads  of  information  avail- 
able to  him--much  of  it  free--if  he  will 
take  the  time  and  has  the  interest  to  use 
it.  There  are  people  who  say  that  the  small 
business  man  doesn't  know  how  to  get 
started  on  technological  research.  If  you 
ask  small  business  people  about  this,  they 
will  generally  say,  "I  have  so  much  to  do 
now,  how  can  I  undertake  more?" 

We  are  going  to  devote  most  of  tomorrow, 
on  the  technical  side  of  the  Conference,  to 
a  discussion  of  eight  of  the  principal 
sources  of  information  available  to  the 
small  business  man:  Small  Business  Itself, 
Large  Business,  Group  Effort  on  a  Re- 
gional Basis  ,  Federal  and  State  Government, 
Colleges  and  Universities,  Trade  and  In- 
dustrial Associations,  Outside  Research  and 
Development  Organizations,  and  Other 
Sources  of  Technical  Information,  such  as 
trade  publications,  professional  societies, 
and  technical  libraries.  Case  histories 
will  follow  each  major  source  analysis, 
illustrating  by  practical  example  what 
small  business  people  are  actually  doing  to 
use  these  sources  of  guidance. 

One  of  the  large  outcomes  of  this  Con- 
ference, I  hope,  will  be  an  answer  to  the 
question  we  have  heard  so  often,  "Why 
should  I  do  research  and  development?" 
How  can  those  of  us  here  enhance,  in  the 
small  business  man's  mind,  the  realization 
of  the  importance  of  research  and  develop- 
ment? Once  the  small  business  community 
understands  this,  it  will  use  its  native 
genius--and  many  of  these  people  possess 
this  quality  to  an  unusual  degree--to  learn 
quickly  the  how  and  the  what  and  the  where 
of  research. 

Perhaps  a  massive  educational  program 
is  necessary,  and  this  may  be  one  of  the 
Conference  recommendations.  There  may 
also  be  a  greater  need  for  education  along 
this  line  in  our  public  schools,  which  will 
make  the  next  generation  of  small  business 
men  more  aware  of  opportunities  in  re- 
search and  development  than  is  this  gen- 
eration. It  is  a  matter  of  raising  sights 
and  broadening  viewpoints. 

For  the  purpose  of  this  Conference,  we 
will  not  limit  oar  discussions  about  re- 
search   and    development,    in    the    technical 
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sessions,  to  the  purely  classical  definition 
or  to  the  professional  research  man's 
viewpoint.  We  are  not  concerned  here  prin- 
cipally with  the  difference  between  basic 
and  applied  research--which  cannot  be 
agreed  upon  fully,  for  that  matter,  even  by 
the  professionals.  We  are  going  to  talk, 
in  the  technical  sessions,  about  research 
and  development  as  it  applies  to  the  small 
business  men.  This  involved  a  number  of 
things : 

The    improvement  of  present  products; 
The  development  of  new  products; 
The    improvement    or    development   of 
processes; 

Applications    of  technology  in  the  man- 
ufacturing      plant,       encompassing      such 
facets    as    quality    control,  better  inspec- 
tion  techniques,  production  planning,  and 
the    ability    of   a    company    to    evaluate  its 
own  and  competitive  products. 
And   there    are    ways    in  which  technology 
can    improve    labor    productivity   by  the  use 
of  new  technical  devices  ,  not  excluding  small 
company    automation.     And    operations    re- 
search  and   data   processing,    even   in  their 
elementary  forms,  have  useful  applications 
to  the  small  business,  and  can  play  a  major 
influence,     for      example,     on     the      control 
and     reduction     of     inventories.    Materials 
handling    is    another    practical   possibility, 
as  is  the  proper  packaging  of  products. 

It  is  obvious  that  research  and  develop- 
ment can  be  done  successfully  and  prof- 
itably in  the  manufacturing  plant,  and  in 
the  warehouse,  or  the  small  development 
shop.  The  research  and  development  group 
in  a  small  company  can  also  be  of  tremen- 
dous value  to  its  management  in  providing 
it  with  pertinent  technical  advice  of  all 
sorts. 

Our  objective  here  certainly  should  not 
be  to  bring  about  an  immediate  research 
and  development  revolution  in  small  busi- 
ness. We  will  have  gone  a  long  way  in  these 
three  days  if  we  can  persuade  each  of 
these  small  business  men  to  improve  his 
technical  position  a  modest  amount  each 
year.  We  will  then  find  the  average  small 
business  man  expanding  from  this  point 
"on  his  own  hook". 

But  let's  get  into  the  research  which 
preceded  this  conference.  It  was  recog- 
nized early  in  the  planning  stages  of  the 
Conference--ten  months  ago--that  our  dis- 
cussions here  this  week  would  be  both 
pertinent  and  meaningful  in  direct  pro- 
portion to  the  degree  to  which  they  faced 
up  to  the  real  problems  of  small  business. 
The   last   thing    we    wanted  was  to  assemble 


a  group  of  "experts"  dealing  in  abstract 
philosophy  and  making  recommendations 
on  subjects  that  were  not  of  real  pertinence 
to  the  problem  at  hand.  It  was  decided, 
therefore,  to  undertake  two  nationwide, 
grass-roots  surveys.  One,  on  the  technical 
side,  was  conducted  by  Ernest  L.  Loen 
&  Associates  of  Los  Angeles,  and  I  will 
report  to  you  on  the  highlights  of  this 
survey. 

Mr.  Lioen's  survey  involved  five  full-day 
meetings,  which  were  held  during  April, 
May  and  June,  1957,  in  Kansas  City,  Min- 
neapolis, Atlanta,  Philadelphia,  and  Los 
Angeles.  These  group  sessions  were  or- 
ganized with  the  aid  of  the  field  offices  of 
the  Small  Business  Administration  and  the 
Department  of  Commerce.  Four  hundred 
fifty  two  people  met  by  invitation  in  these 
five  cities,  and  the  audience  comprised 
a  carefully  selected  sampling  of  large  and 
small  business  representatives  from  trade 
associations,  educational  institutions,  and 
Government. 

The  specific  target  of  all  five  sessions 
was  "How  to  deal  with  the  technical  prob- 
lems, particularly  those  concerning  tech- 
nical research  and  development,  confronting 
small  business".  Loen's  firm  had  devel- 
oped, and  used  successfully  through  the 
years,  a  unique  survey  technique  which  he 
calls  "Idea  Engineering,"  by  means  of 
which  written  problem  statements  and  their 
suggested  solutions  were  obtained  from 
regional  conference  participants. 

These  452  people  supplied,  on  individual 
slips  of  paper,  more  than  10,000  written 
opinions  on  the  principal  problems  which 
small  business  faces  in  the  area  of  tech- 
nology, with  their  recommendations  for 
solutions.  All  sessions  were  conducted  on  a 
completely  anonymous  basis,  but  each  par- 
ticipant was  asked  to  indicate,  on  his  slips, 
his  particular  category  of  business,  such 
as  large  business,  small  business,  trade 
association  or  university.  This  permitted 
segregating  the  attitudes  and  suggestions  of 
the  several  categories  of  participants. 

Fourteen  thousand,  one  hundred  and 
twelve  separate  observations  were  obtained 
by  Mr.  Leon  and  assembled  in  a  com- 
prehensive report.  It  contains  156  pages  of 
verbatim  statements  and  suggestions  from 
participants  in  the  five  workshop  sessions. 
Many  of  the  anonymous  written  statements 
show  a  really  sophisticated  understanding 
of  the  problem.  Others  show  a  lack  of 
knowledge  and  naivete,  not  only  concerning 
how  to  do  research  and  development,  but 
why  to  do  it  at  all. 
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But  let's  see  what  the  major  findings  of 
Loen's  survey  were.  Prior  to  asking  the 
survey  participants  to  concentrate  on  the 
major  objective,  namely  technical  tasks 
and  problems,  the  small  business  people 
were  asked  to  specify  the  principal  prob- 
lems facing  their  own  particular  company, 
while  the  others,  from  large  business, 
government,  educational  institutions,  and 
trade  associations,  were  asked  to  offer 
their  opinions  on  the  most  pressing  prob- 
lems confronting  small  business  as  they 
saw  them.  One  thousand  three  hundred 
thirty-five  different  statements  were  ob- 
tained concerning  these  main,  overall  prob- 
lems, which  fell  into  6  categories: 

1.  Finance,    how    to   obtain   the   funds; 

2.  Personnel,  where  to  find  and  how  to 
manage  good  people; 

3.  Research  and  development,  how  to 
obtain  information  about  it  and  what  to  do 
with  it; 

4.  Sales,  how  to  improve  and  increase 
same; 

5.  Government,  how  to  deal  with  "red 
tape"  and  government  contracts;  and 

6.  Production,  how  to  improve  methods 
and  costs. 

This  phase  of  the  survey  shows  that  of 
the  6  major  problems  facing  small  business  , 
34.5%  have  to  do  with  finance,  21.3%  with 
personnel,  16.5%  with  sales,  12.8%  with  re- 
search and  development,  10.4%  with  govern- 
ment, 4.5%  with  production.  These  are  the 
figures  which  small  business  gives  for  itself. 

It  is  interesting  to  note  that  substantially 
the  same  order  of  importance  was  reported 
in  the  regional  conferences  by  representa- 
tives of  Government,  universities  ,  and  trade 
associations. 

On  the  other  hand,  large  business,  as 
represented  in  our  regional  conference  ses- 
sions, shows  the  following  estimate  of  what 
small  business's  problems  are:  research 
and  development  tops  the  list  with  34.1%; 
personnel,  22.7%;  finance,  20.5%;  sales, 
11.4%;  production,  6.8%;  and  government, 
4.5%. 

The  foregoing  figures  speak  for  them- 
selves. Most  significant  is  the  fact  that 
financial  situations  loom  largest  to  the 
small  business  man,  and  even  moreimpor- 
tnatly,  that  small  business  relegates  re- 
search and  development  to  the  lowest  posi- 
tion among  its  four  most  important  prob- 
lems. It  is  also  interesting  to  note  that 
people  from  government,  trade  associa- 
tions, Chambers  of  Commerce  and  univer- 
sities view  the  primary  problems  facing 
small  business  in  almost  the  same  way  that 


small  business  men  view  themselves. 
Whereas  large  business  believes  research 
and  development  to  be  the  top  priority 
small  business  problem. 

Once  these  major  problem  areas  were 
ascertained  by  Mr.  Loen,  the  remainder  of 
each  of  the  five  full-day  sessions  was  de- 
voted entirely  to  research  and  development 
investigations.  The  participants  were  next 
asked  to  outline  the  major  problem  areas 
in  research  and  development  affecting  small 
business.  Five  thousand  three  hundred 
ninety  six  written  observations  were  sub- 
mitted. The  following  table  lists  these  areas 
in  the  research  and  development  field  by 
percent  distribution: 

1.  How  and  where  to  acquire  in- 
formation and  assistance,  and 

how  to  use  it.  22% 

2.  How  to  find,  train  and  man- 
age research  and  develop- 
ment personnel,  and  how  to 
coordinate  their  work  with 
other  departments.  20% 

3.  How  to  apply  Technology  to 
Productivity  and  Cost  Reduc- 
tion. 14% 

4.  How  to  obtain  funds  and  allo- 
cate them  profitably  to  re- 
search and  development.  11% 

5.  How  to  establish  systems  and 
procedures  for  effective  re- 
search and  development  work.      10% 

6.  How  to  set  up  initially  a  modest 
research  and  development  ac- 
tivity. 7% 

7.  How  to  relate  research  and 
development  to  marketing.  7% 

8.  How  to  evaluate  ideas  for  re- 
search and  development.  5% 

9.  Specific     individual    reserach 

and  development  problems.  4% 

100% 
To  be  certain  that  these  questions  were 
adequately  covered  in  this  Conference,  your 
technical  program  committee  has  arranged 
14  separate  workshop  sessions,  to  be  held 
Tuesday  night.  Not  only  were  the  subjects 
for  these  sessions  taken  literally  from  the 
small  business  community  demands  which 
the  survey  clearly  expressed,  but  perhaps 
equally  important,  sections  of  Mr.  Loen's 
report  were  supplied  in  every  instance  to 
each  workshop  leader.  Your  workshop 
leaders  thus  have  the  added  value,  in  lead- 
ing these  discussions,  of  actually  knowing 
how  many  small  business  people  feel.  You 
will  be  answering  really  pertinent  problems, 
in  your  workshop  sessions,  which  should 
be  very  productive. 
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Each  workshop  leader  will  report  the 
results  of  his  session  to  the  entire  tech- 
nical side  of  this  Conference  on  Wednesday 
morning,  and  thus  we  will  all  have  an  op- 
portunity to  hear  the  highlight  findings  of 
the  sessions  we  could  not  attend. 

In  reply  to  the  question  "Who  can  help 
small  business  on  research  and  develop- 
ment," the  following  verbatim  suggestions 
were  made  in  the  survey: 

"All  too  frequently  small  business  men 
consider  the  task  of  research  and  develop- 
ment as  overwhelming  and  financially 
prohibitive,  as  far  as  their  own  enterprise 
is  concerned.  Actually  there  is  a  good 
deal  of  assistance  available,  and  quite 
a  bit  of  it  on  a  free  basis.  The  sources 
of  both  free  and  hired  advice  are  many, 
and  it  is  therefore  important  for  the 
small  business  man  to  know  them  and 
choose  the  most  suitable  ones  for  his 
purpose." 

"Trade  organizations,  regional  de- 
velopment organizations,  and  the  Gov- 
ernment should  provide  small  business 
with  a  periodically  revised  list  of  all 
available  sources  by  regions,  industries, 
and  available  talent." 

"The  small  business  man  who  is  active 
in  his  community  and  industry,  who  be- 
longs to  his  trade  associations  and  attends 
technical  meetings  and  seminars,  will 
be  in  a  good  position  to  compile  himself 
a  list  of  sources  of  research  and  develop- 
ment assistance.  To  decide  upon  the 
proper  consultants  and  other  outside  paid 
services  to  call  on,  he  should  consult  free 
sources  and  gather  information  from 
competitors  and  other  business  men  who 
may  have  used  them." 

With  respect  to  the  idea  of  small  busi- 
ness helping  itself: 

"It  should  be  clear  to  all  small  busi- 
ness men  that  sustained  research  and 
development  effort  underlies  the  success 
of  most  prosperous  firms.  A  great  aware- 
ness of  the  importance  of  technological 
progress  is  thus  a  primary  requisite. 
Keeping  up  and,  where  possible,  staying 
ahead  of  the  field,  searching  for  new  ideas 
and  better  sources  of  information,  and 
otherwise  making  a  planned  research  and 
development  effort  is  a  major  task  that 
requires  regular  and  carefully  organized 
application." 

"The  regular  application  of  one  man  to 
research  and  development  tasks,  even  if 
only  on  a  part-time  basis,  is  better  than 
nothing.  This  is  certainly  a  small  invest- 
ment    towards      assuring     a     competitive 


position  and  it  should  be  reinforced  with 
as  much  competent  outside  help  as  needed 
and  feasible." 

Here's  an  interesting  suggestion  on  the 
role  of  colleges  and  universities: 

"Schools  could  do  more  to  increase 
awareness  of  the  importance  of  research 
and  development  in  their  own  students ,  as 
well  as  in  business  and  the  community 
in  general.  They  could  also  jointly  further 
develop  seminars  or  even  create  sep- 
arate institutes  to  deal  with  the  specific 
needs  of  small  business.  Courses  for  re- 
search and  development  department  heads 
would  be  especially  useful." 
With  respect  to  trade  publications: 

"Obviously,  these  are  all  good  sources 
of  information.  One  competent  man  at 
least  in  every  small  business  should 
keep  up  with  the  information  that  is  most 
useful  to  his  business." 

On  the  other  hand,  here's  a  suggestion 
or  two  with  respect  to  how  to  set  up  a 
research  and  development  activity: 

"If  your  research  and  development 
work  is  successful,  try  to  expand  it  at 
the  same  time  you  expand  your  plant. 
Decide  what  additional  functions  the  re- 
search and  development  department  could 
perform  if  the  company  cannot  support 
a  full-time  program,  such  as  inspection 
of  raw  mate  rials,  quality  control,  methods 
engineering,  package  design,  etc." 
And  here  are  a  few  verbatim  comments 
dealing  with  the  financial  aspects  of  re- 
search and  development. 

"Make  research  and  development  pay 
for  itself  in  the  shortest  possible  time, 
by  selecting  items,  where  possible,  with 
almost  immediate  as  well  as  long  range 
potential." 

"Set  aside  a  stipulated  percentage 
from  sales  or  earnings;  reduce  dividends 
where  possible  in  order  to  retain  earn- 
ings with  which  to  organize  research 
and  development  work." 

And  here  are  some  suggestions  with  re- 
spect to  recruiting  and  training  technical 
manpower: 

"Colleges  and  universities  contain  a 
pool  of  people  who  can  be  developed  or 
utilized  for  specific  research  and  de- 
velopment problems.  Contact  them  for 
names  of  experts  in  the  field  who  may  be 
available.  Try  the  smaller  colleges  where 
competition  from  big  business  is  not  so 
great." 

"Older  and  more  experienced  technical 
men  may  be  available,  men  who  have 
been  retired  from  large  organizations  and 
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have    perhaps     gained    a    breadth    of   ex- 
perience along  lines  similar  to  yours." 

*'If  you  cannot  afford  the  high  salaries 
paid  by  big  business,  attract  and  keep 
technical  people  through  the  diversified 
job  which  a  small  company  offers  and 
by  the  'family'  appeal  of  small  business. 
Play  up  the  individual  recognition  avail- 
able in  a  small  company  as  against  the 
'cog  in  the  wheel'  set-up  in  big  business. 
Small  companies  can  stress  the  broader 
and  more  varied  problems  available  to 
its  scientists  as  against  the  specializa- 
tion usually  found  in  big  business." 

"Make  it  a  policy  and  practice  to  use 
personnel  at  their  highest  possible  skill; 
don't  have  them  do  work  which  less 
trained  people  can  do." 

"Look  among  mechanics  who  may  lack 
professional  training,  but  have  valuable 
imagination  and  knack.  This  will  help 
tear  down  the  barriers  of  prejudice 
against  free  thinkers  as  opposed  to  people 
with  college  degrees." 

"Ask  suppliers'  sales  representatives 
if  they  know  of  dissatisfied  or  otherwise 
available  employees  of  competitors  of 
yours  they  call  on." 

"Show  engineers  and  scientists  they  are 
appreciated,  even  when  they  do  not  join 
management." 

And  here's  a  practical  idea  on  how  to  set 
up  research  and  development  cost  controls: 

"You  must  learn  to  distribute  such 
costs  to  operating  departments  in  a  man- 
ner that  will  not  prejudice  them  against 
research." 

With  respect  to  compensating  and  moti- 
vating technical  personnel: 

"Work  out  an  incentive  system  to  com- 
pensate engineers  for  new  ideas,  perhaps 
with  a  percentage  of  the  resulting  profit. 
It  may  take  the  form  of  a  bonus  for  new 
technical  achievements,  in  cash,  a  re- 
tirement plan  or  a  salary  increase. 
Whichever  form  the  bonus  takes,  keep 
it  simple  to  avoid  arguments." 

"Whenever  a  technical  person  accom- 
plishes something  simply  and  by  clear 
thinking,  bring  it  to  the  attention  of  his 
associates,  showing  them  how  well  horse 
sense  pays  off." 

Now  some  verbatim  comments  showing 
the  role  of  product  research  and  process 
development: 

"Gather  the  greatest  number  of  prom- 
ising, ideas  for  products  suitable  to  your 
fifeld.  You  will  probably  have  to  consider 
many  ideas,  perhaps  several  hundreds, 
to    end    up    with    even    one    that    is   ulti- 


mately fruitful.  Reject  new  product  ideas 
which  do  not  fit  your  organization,  con- 
sidering also  all  anticipated  research, 
tooling,  production  and  marketing  costs. 
Once  again,  make  sure  to  pool  the  ideas 
of  your  own  people. 

"Make  as  certain  as  possible  that  se- 
lected new  product  ideas  fill  a  real  need. 
Once  you  are  dealing  with  ideas  in  a 
specific  field,  you  will  want  to  conduct 
a  trade  or  public  opinion  survey  concern- 
ing the  wants  and  specific  needs  existing, 
both  from  a  short  and  long  range  point 
of  view." 

"There  may  be  other  areas  connected 
with  manufacturing  where  technology  can 
be  increasingly  applied  also  by  small 
business,  such  as  packaging  and  trans- 
portation, for  instance.  To  label  and  pack- 
age a  product  properly  you  frequently 
have  to  involve  research  not  only  as  far 
as  utility  and  appeal  are  concerned,  but 
also  regarding  proper  machinery  and 
packaging  methods." 

"It  might  be  a  good  idea  for  several 
small  businesses  in  a  given  area  to  pool 
their  resources  and  problems  involved 
in  training  supervisory  technical  person- 
nel. They  might  also  jointly  undertake 
technical  or  marketing  research  studies, 
perhaps  with  consulting  assistance  from 
the  outside.  This  would  permit  small 
business  men  to  undertake  more  mean- 
ingful projects  and,  also,  share  the  loss 
from  unsuccessful  projects." 
There  were  repeated  suggestions  for  tax 
relief.  "Make  research  and  development  tax 
deductible",  which,  of  course,  italreadyis. 
And  here's  a  salty  bit  of  advice: 

"Sell    out    and    concentrate    efforts    in 
another  field." 

The  survey  clearly  shows  that  the  recog- 
nition of  the  need  for  a  distinct  research 
and  development  effort  exists  in  the  minds 
of  the  small  business  community  as  a 
whole,  as  evidenced  by  the  cumulative 
thinking  of  the  substantial  group  we  sampled. 
But  it  does  not  exist  as  an  insight  of  the 
individual  business  man.  He  not  only  lacks 
a  full  understanding  of  the  relative  import- 
ance of  research  and  development,  but  does 
not  appreciate  the  organized  way  in  which 
it  must  be  approached.  This  lack  of  under- 
standing is  often  coupled  with  and  may,  in 
fact,  be  due  to  a  real  sense  of  futility,  a  feel- 
ing of  impotence,  in  the  face  of  what  he  con- 
siders to  be  overwhelming  obstacles. 

Today  the  whole  economy  is  geared  to  the 
large  and  the  new  and  the  rapidly  moving: 
big    government,    rapid  transportation,  sci- 
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entific  management,  and  mass  marketing 
are  examples.  A  small  business  man  faces 
all  these  and  feels  dwarfed  in  his  ability 
to  compete. 

He  reads  and  hears  of  the  successful 
research  stories  from  the  big  companies 
and  of  the  tremendous  financial  return 
from  a  few  percent  research  investment  on 
the  dollar.  He  thinks  he  ought  to  get  the 
same  proportional  return,  and  often  ex- 
pects miracles  from  a  few  thousand  dollars 
investment. 

Then,  too,  he  often  visualizes  research 
and  development  in  terms  of  ornate  re- 
search laboratories  and  the  Hollywood  ver- 
sion of  the  research  scientist--the  old 
gentlemen  in  the  white  coat  working  with 
elaborate  glassware  and  giant  computers. 
And  his  scale  of  values  with  respect  to 
what  comes  out  of  research  and  develop- 
ment is  often  confused  with  atomic  bombs, 
jet  engines,  satellites,  guided  missiles, 
and  big  deals.  He  sees  research  with  re- 
spect to  himself  in  black  or  white  terms, 
usually.  It  is  a  feast  or  a  famine.  He  is 
all  for  it,  or  all  against  it.  Let  the  big 
companies  do  it.  They  have  lots  of  money. 
It  is  not  only  that  he  considers  it  too 
expensive,  but  away  beyond  his  scope. 

Yet,  despite  this,  there  are  thousands 
of  small  businesses  that  use  research 
and  development  meaningfully.  They  have 
become  successful  with  their  own  pro- 
prietary products.  Some  have  done  quite 
well  on  a  capital  gains  basis  with  suc- 
cessful mergers,  which  are  invariably  mo- 
tivated by  the  technical  excellence  of  the 
small  company  being  merged. 

Loen's  survey  confirms  in  greatmeasure 
that  if  small  business  men  are  going  to 
engage  more  fruitfully  in  research  and 
development,  the  most  important  need  is 
that  of  finding  and  correcting  management 
inadequacies,  particularly  with  respect  to 
attitudes.  Research  and  development  is 
one  of  the  important  tools  of  business 
management  at  all  levels.  But  it  is  in  no 
way  a  substitute  for  good  management. 

And  we  noticed  another  point,  too,  which 
could  be  described  as  the  apparent  self- 
esteem  and  quasi-professional  facade  of 
the  small  business  man.  He  seems  to  have 
considerably  more  confidence  in  his  own 
knowledge  of  the  professions,  such  as  law 
and  accounting  and  finance  and  technology 
and  management  generally  than  one  finds 
in  the  large  business  man.  He  often  sets 
undue  values  on  the  uniqueness  of  his 
processes  or  trade  secrets.  Yet  neither 
the    small   business    men  themselves  or  the 


other  participants  in  our  survey,  who  fre- 
quently provide  counsel  to  them,  seem  to 
recognize  any  shortcomings  in  small  busi- 
ness top  management  skills. 

There  are  many  authorities  who  claim 
that  research  and  development  is  a  proper 
frame  of  mind,  and  that  good  planning  is 
the  key  to  research  success.  Actually 
proper  management  is  a  prime  requisite 
for  research  and  development  in  any  busi- 
ness, irrespective  of  size.  The  real  key 
lies  in  the  deeper  understanding  of  the 
relative  importance  of  the  many  urgent 
tasks    that    confront    small  business  people. 

Now,  in  summary,  here  are  the  major 
issues  that  we  must  investigate  in  the  tech- 
nical sessions  during  this  conference. 

1.  First,  the  small  business  man  is 
faced  with  a  real  dilemma.  He  has  vast 
needs  in  the  field  of  technology.  By  the 
same  token,  there  are  vast  sources  of 
information  available  to  him  to  fill  these 
needs.  The  problem  in  this  connection  is 
simply  what  should  be  done  to  match  the 
needs  with  the  answers? 

2.  Many  small  companies  are  myopic 
about  research  and  development.  They 
won't  accord  it  the  status  it  deserves 
with  respect  to  other  parts  of  the  busi- 
ness, such  as  sales,  production,  and  fi- 
nance.   How    can  this  problem  be  solved? 

3.  Small  business  underestimates  the 
real  importance  and  potential  benefits  of 
research  and  development  as  an  organi- 
zable  and  down  to  earth  company  activ- 
ity. We  must  prove  that  research  is  not 
merely  a  glamorous,  complicated  big 
deal  associated  only  with  enormous  tech- 
nical enterprises. 

4.  The  average  small  business  man 
does  not  know  how  to  initiate,  maintain, 
and  successfully  utilize  a  systematic  re- 
search and  development  effort  of  his 
own.  This  must  be  resolved.  The  real 
strength  of  the  small  company  lies  in 
its  versatility,  the  ability  quickly  to 
meet  the  needs  of  its  varied  customers. 
We  must  clearly  illustrate  the  role  which 
research  and  development  will  play  in 
amplifying  this  versatility. 

5.  Finally,  if  this  Conference  is  to 
accomplish  its  objectives,  it  must  ad- 
dress itself  to  the  owners  and  managers 
of  small  businesses.  They  will  have  to  be 
taught  to  see  research  and  development 
as  a  practical  tool  for  the  present  and 
the  future.  Small  business  will  have  to 
adopt  research  and  development  ingrow- 
ing measure  in  order  to  survive,  let 
alone  grow. 


31 


HIGHLIGHTS  ON  A  NATIONWIDE  SURVEY  ON  DISTRIBUTION  RESEARCH 

Arthur  H.  Motley,  President 

Parade  Publications,  Inc. 

New  York,  New  York 


I'm  going  to  start  out  by  saying  that 
contrary  to  the  comments  about  this  Con- 
ference made  by  some  people,  this  is  a 
Conference  of,  by,  and  for  small  business. 

I  suspect  a  number  of  you,  if  you're 
honest  enough  to  admit  it,  came  off  a  farm 
just  as  I  did.  We  left  the  farm  because  we 
didn't  like  it;  because  we  believed  there 
was  a  better  way  of  making  a  living.  There 
appears  to  have  been  nothing  wrong  with 
that  line  of  reasoning  because  there  seems 
to  be  njQ  shortage  of  farmers  or  farm  prod- 
ucts. In  fact,  my  leaving  Minneapolis  for 
New  York  City  didn't  seem  to  cause  a 
ripple  in  what  was  an  overcrowded  city  even 
35  years  ago. 

All  of  which  is  to  say  that  all  of  us,  re- 
gardless of  present  size,  started  small. 
And  all  of  us,  as  individual  enterprisers, 
are  in  the  same  boat. 

Many  of  you,  like  myself,  started  with  a 
big  corporation.  In  1946,  after  18  years  with 
that  corporation,  I  decided,  at  age  46,  to  go 
into  business  for  myself.  This  Conference 
was  called  to  be  of  assistance  to  me--and 
to  you--because  We  are  all  small  business 
men  or  are  interested  in  small  business 
men.  The  President's  Cabinet  Committee  on 
Small  Business,  the  National  Distribution 
Council  of  the  Department  of  Commerce, 
the  Small  Business  Administration,  the 
President's  Council  of  Economic  Advisors, 
plus  trade  associations,  Chambers  of  Com- 
merce, educators,  and  big  business  all  par- 
ticipated in  this  Conference  with  just  one 
idea  in  mind- -to  do  something  for  small 
business. 

Thi9  help  was  not  planned  to  come  in  the 
form  of  legislation  or  in  the  form  of  sub- 
sidies. Rather,  the  plan  was  to  bring  to- 
gether a  group  of  knowledgeable  people  in 
a  series  of  meetings  to  explain  to  those  of 
us  gathered  here  what  is  going  on  in  the 
research  and  development  field  and  in  the 
field  of  marketing  and  distribution  re- 
search--things  being  done  for  and  by  small 
business. 

Through  the  published  proceedings  of 
these  meetings  and  through  the  people  in 
this  hall,  we  hope  that  the  knowledge  of  both 


the   problems    and  their    possible    solutions 
will   be    disseminated   all    over  the  country. 

In  May  of  1955  I  had  a  conference  with 
Dr.  Arthur  Burns,  then  chairman  of  the 
President's  Council  of  Economic  Advisors. 
At  that  time  he  told  me  the  thing  that  got  us 
out  of  the  "recession"  in  1954  was  con- 
tinued good,  hard  selling  on  the  part  of 
manufacturers,  wholesalers,  retailers  and 
service  establishments.  In  a  conversation 
with  Burns'  successor,  Dr.  Raymond  J. 
Saulnier,  I  found  no  change  or  difference  of 
opinion  with  that  statement  by  Dr.  Burns. 

I've  always  put  it  this  way:  "Nothing 
happens    until    somebody    sells  something." 

The  reason  that  distribution  is  an  im- 
portant part  of  this  Conference  is  that  the 
employment  pattern  of  the  country  has 
changed.  Now  more  than  50%  of  our  work 
force  finds  jobs  and  futures  in  sales  and 
service  of  some  kind.  The  real  problem 
today  is  selling- -whether  you  are  a  manu- 
facturer or  a  distributor. 

Another  reason  why  marketing  was  made 
an  important  part  of  this  Conference  is  that 
the  bulk  of  the  sales  of  merchandise  and 
services  is  still  in  the  hands  of  small 
businesses. 

Now,  there  are  no  emotional  or  political 
angles  to  this.  It's  just  straight  logic  that 
the  Administration,  recognizing  the  im- 
portance of  small  business,  and  particularly 
in  the  distributive  field,  should  have  em- 
phasized the  need  for  improved  marketing 
techniques. 

Why  not?--4,000,000  of  the  4,300,000 
businesses  in  the  country  in  1956  were  small 
businesses  with  289,000  in  manufacturing, 
1,818,000  in  retailing,  275,000  in  whole- 
saling, and  747,000  in  service  establish- 
ments. You  and  those  like  you  all  over  this 
country  provide  65%  of  the  employment  and 
45%  of  the  gross  dollar  volume.  That  is 
"small  business." 

So,  since  implicit  in  everything  that  has 
been  said  here  so  far  is  the  fact  that  small 
business  is  important--is  big--let's  stop 
thinking  of  ourselves  in  terms  of  sorrowing 
pity;  let's  start  thinking  of  ourselves  as 
responsible    people    with    a   big    role  to  play 
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in  the  economy  of  the  United  States  of 
America. 

If  you  thought  a  platter  of  platitudes  was 
being  dished  up  at  today's  luncheon  by  either 
the  President,  the  Secretary  of  Commerce, 
or  by  representatives  of  the  Small  Business 
Administration,  you  couldn't  be  more  wrong. 
Those  of  us  in  business  who  initiated  the  idea 
for  this  Conference  found  all  concerned  well 
aware  that  the  small  business  people  of 
America  are  important,  whether  engaged  in 
manufacturing,  retailing,  wholesaling,  or  in 
service. 

To  avoid  flying  blind,  considerable  re- 
search was  done  months  ago  because  we  did 
not  want  to  come  here  empty-handed.  We 
wanted  to  know  what  small  business  needed 
to  know  in  the  area  of  marketing.  On  our 
side,  the  research  was  done  by  Douglas 
Williams  of  Douglas  Williams  &  Associates. 
It  was  done  face  to  face,  coast  to  coast, 
with  hundreds  of  small  business  men--in 
manufacturing,  in  retailing,  in  wholesaling, 
and  in  service.  These  were  interviews  in 
depth,  not  perfunctory  questionnaires. 

Sure,  we  knew  there  were  4,000,000  small 
businesses  in  the  United  States  of  America. 
We  knew  that  there  was,  roughly,  a  net  gain 
of  50,000  a  year.  We  knew  that  out  of  the 
some  381,000  businesses  started  in  1956, 
327,000  failed,  folded  up,  or  disappeared. 
But  there  was  a  54,000  net  gain  in  '56  and, 
therefore,  the  field  of  small  business  is  a 
growth  field- -a  dynamic  field.  Definitely, 
small  business  isn't  something  without  a 
future  because  of  what  is  popularly  (and 
politically)  called  the  "concentration"  of 
business  in  the  hands  of  big  business. 

Douglas  Williams'  report  (See  page  131  ) 
proves  conclusively  that  there  is  no  such 
thing  as  a  typical  small  business  man.  It 
will  also  prove  that  small  business  is  not 
big  business  in  miniature.  The  report  high- 
lights the  fact  that  although  some  of  the 
problems  are  common  to  both  big  and  small 
business,  actually  the  problems  of  a  small 
business  are  basically  different  if  only  be- 
cause most  small  business  men,  men  such 
as  me,  must  learn  to  play  more  than  one 
instrument  in  the  band- -and  we  must  learn 
to  play  them  more  than  passing  well  if  we 
expect  to  succeed. 

In  our  discussions  tomorrow  and  on  the 
following  day,  let's  remember  that,  for  the 
most  part,  we  are  planning  for  individuals, 
not  corporate  bodies.  Small  businessmen 
are  highly  individualistic,  and  because  they 
are  a  complex  kind  of  animal  let's  not  lose 
sight  of  the  fact  that  we  must  bring  this 
down     (and     will)     to    terms     applicable    to 


individuals --individuals  operating  in  hun- 
dreds of  different  lines  in  big  cities  and  in 
small  cities  all  over  this  country. 

The  research  we  did  also  asked  the 
question  of  why  men  duck  the  "shelter"  of 
big  corporations  and  accept  the  challenges 
and  hazards  of  small  business.  If  we  are  to 
offer  any  constructive  solutions,  it  is  im- 
portant to  know  the  answer  to  that. 

All  small  business  men  agreed  they 
wanted  to  make  money.  We  didn't  find  a 
single  liar  among  those  interviewed!  But 
we  also  found  them  ambitious  in  another 
direction-  -ambitious  to  build  something  that 
was  theirs  in  which  they  could  take  great 
pride.  They  wanted  to  make  money,  yes,  but 
the  desire  to  control  their  own  destinies, 
to  have  the  ability  to  run  their  own  show  was 
overwhelming.  When  pride  was  the  upper- 
most factor,  we  found  management-minded 
owners  and  they  were  usually  doing  a  good 
job. 

A  small  wholesaler  in  San  Francisco  said, 
"The  more  my  business  grows,  the  less 
control  I  have  over  it.  So,  whyshouldl  want 
to  get  big?" 

Many  wanted  to  avoid  the  disciplines  of 
corporate  life  like  the  small  manufacturer 
in  Hartford,  Connecticut  who  said,  "This 
is  a  tough  grind  I've  got,  but  I  am  my  own 
boss.  If  I  want  to  knock  myself  out  for  two, 
three,  or  four  months  and  then  take  it  easy 
for  three  or  four  weeks,  I  can  do  it.  I 
wouldn't  have  this  flexibility  if  I  worked  for 
a  big  corporation." 

It  was  also  found  that  many  desired  to 
stay  in  one  place  and  not  be  subject  to  trans- 
fer. I  can  speak  feelingly  on  that  subject, 
and  so  can  my  wife,  because  in  the  18  years 
I  was  with  a  big  corporation  I  lived  in  many 
places  and  traveled  the  whole  of  the  United 
States. 

Also  strongly  present  was  the  desire  for 
identification  with  the  product  or  service-- 
".  .  .it's  my  baby!"--or  the  creative  urge. 
A  man  in  Denver  said,  "My  business  is  a 
one-man  operation.  It's  me.  What  it  be- 
comes, I'll  be  responsible  for." 

So,  we  see  our  problems  in  the  light  of 
several  million  highly  individualistic  per- 
sons, differing  in  their  reasons  for  being  in 
small  business.  All  are  interested  in  suc- 
ceeding,    but    not   necessarily   in   becoming 

big. 

The  final  and  most  important  facet  in  this 
profile  of  the  American  small  businessman 
is  the  awareness  on  the  part  of  those  engaged 
in  small  business  that  in  order  to  be  suc- 
cessful, they  must  use  the  same  tools  and 
the    same  "know-how",  have  the  same  phi- 
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losophy  that  makes  big  business  tick. 

But  the  tragic  thing  about  this  is  the  fact 
that  the  research  showed  that  they  do  not 
use  these  tools  or  this  "know-how";  do  not 
practice  the  philosophy  they  admit  is  needed. 
Ninety-five  per  cent  of  all  money  being 
spent  today  on  research  is  being  spent  on 
production--on  product  research.  Only  5% 
is  being  spent  on  marketing  research. 
Ninety-five  per  cent  of  the  time  of  these 
small  businessmen  is  taken  up  with  matters 
of  taxation  and  interest  rates  and  with  labor 
problems.  Very,  very  little  time  is  spent  in 
terms  of  thinking  about  marketing  research 
as  a  means  of  improving  their  total  em- 
ployment, their  total  volume  or  their  total 
profits.  Most  of  those  interviewed  realized 
that  this  was  cockeyed. 

Now,  I  want  to  make  one  thing  clear.  We 
did  not  come  down  here  to  discuss  some 
mythical  "guy."  The  people  we  talked  to 
are  real  people --people  just  like  yourselves. 

If  you  don't  believe  that,  take  a  look  at 
the  pictures  of  some  of  the  small  business 
owners  who  were  interviewed.  Over  there 
on  my  far  right  is  a  picture  of  a  man  by  the 
name  of  Dave  Corbett.  He  runs  a  business 
called  Projection  Products  located  at  146 
East  151st  Street,  the  Bronx,  New  York.  He 
designed  a  service  for  inspecting  prints  with 
a  high-speed  motion  picture  projector  and 
he  also  developed  new  ways  of  processing 
film. 

He's  doing  all  right,  thank  you.  He  isn't 
crying  for  help  from  anybody.  Mr.  Corbett 
did  his  own  research. 

Next  to  him,  and  again  in  the  New  York 
area,  is  a  picture  of  a  man  wearing  a  hat 
and  holding  a  hamburger.  What's  so  great 
about  that,  you  might  ask?  Well,  that  just 
happens  to  be  a  picture  of  John  Ely,  presi- 
dent of  Prexy's  Inc.,  who  serves  hambur- 
gers with  "a  college  education."  Corny, 
you  say,  but  John  Ely  started  from  scratch 
16  years  ago  with  one  shop  and,  by  using 
customer  preference  research  in  food  and 
service,  has  made  good  to  the  point  where 
he  now  controls  a  large  retail  restaurant 
chain. 

Next,  Wade  Abbott  of  the  Abbott  Ball 
Company  in  Hartford,  Conn.  Mr.  Abbott 
developed  new  products  through  small  scale 
research  and,  then,  based  on  observations 
of  customer  needs,  started  a  customer 
service  in  the  field  of  tumbler  finishing  of 
metal  products. 

Next,  Frank  Blesso  of  Frank  Blessolnc, 
also  of  Hartford.  A  study  of  market  op- 
portunities enabled  him  to  build  up  a  size- 
able    and     lucrative     distribution    business 


dealing  with  electrical  supplies  on  a  whole- 
sale level. 

Next,  from  the  Detroit  area,  we  have 
Charlie  Helin  of  the  Helin  Manufacturing 
Company.  In  ZO  years,  he  has  built  up  a 
very  profitable  business  manufacturing 
fishing  lures.  He  has  been  bucking  big  ad- 
vertisers, firms  whose  names  are  nation- 
ally known,  but  due  to  his  extensive  knowl- 
edge of  his  field- -knowledge  acquired  by 
study  and  research--he's  doing  quite  all 
right,  too. 

Next  to  Helin  is  a  fellow  by  the  name  of 
Red  Kilgore  of  Kilgore  &  Hurd,  Detroit, 
Michigan.  He  started  out  with  one  small 
retail  men's  store  and  now  has  four  in  that 
area.  He  successfully  competes  with  the 
chains  and  big  department  stores --pro- 
motes no  item  without  first  market  testing 
it. 

Going  further  over  to  my  left,  you  will 
see  a  man  by  the  name  of  Fontius.  That  is 
a  picture  of  him  standing  in  one  of  his  shoe 
stores.  He  owns  four  retail  shops  in  Denver. 
One  of  the  men  associated  with  Fontius  in 
a  voluntary  group,  a  gentleman  by  the  name 
of  Bert  Wachenheim  Jr.,  from  New  Orleans, 
is  going  to  explain  how  this  sharing  of  in- 
formation has  made  available,  and  cheaply, 
too,  valuable  research  information  for  this 
whole  group. 

And  last  but  not  least,  William  Harmsen, 
"The  Jolly  Rancher,"  from  Wheat  Ridge, 
Colorado.  In  8  years,  based  on  simple 
market  research  Harmsen  built  a  locally 
developed  candy  to  a  point  where  it  is  now 
distributed  in  38  states. 

There's  nothing  wrong  with  any  of  these 
guys.  The  trouble  is  this:  Too  many  just 
like  them  are  afraid  of  research.  Why  are 
they  afraid  of  research?  There  are  two 
main  reasons.  In  the  first  place,  the  termi- 
nology, the  semantics  of  the  research  busi- 
ness, has  them  scared  to  death.  Phrases 
like  "Market  potential,"  "motivation," 
"selective  analysis,"  and  "probability 
sampling,"  throw  them. 

Well,  one  of  the  things  we  want  to  expunge 
from  this  Conference--in  the  sessions  to- 
day, tomorrow,  and  Wednesday--is  fear ! 
We  want  no  part  of  the  big  words  that  have 
frightened  people  away  from  research.  Re- 
search is  not  the  exclusive  property  of  big 
business;  neither  is  it  too  long  range  nor 
too  expensive  for  small  business,  as  I'll 
prove  very  shortly. 

Sure,  the  small  business  man  is  usually 
an  "action-type"  guy.  Nine  times  out  of  ten, 
he  will  say  after  listening  to  somebody  like 
Lyle    Spencer  or  Charlie  Kimball,  "Oh,  the 
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hell  with  that.  Let's  get  going  and  sell  some- 
thing." Well,  half  the  time  he  goes  off  the 
rails  and  winds  up  in  the  ditch. 

The  second  reason  uncovered  for  the 
failure  of  the  small  business  man  to  use 
market  research  is  coupled  with  his  failure 
to  understand  that  he  i_s  using  it- -and  right 
now.  Trouble  is,  he  just  doesn't  know  it.  A 
lot  of  the  things  he  has  done  which  have  made 
him  successful  came  from  research  but  be- 
cause they  were  not  labeled  as  such,  he  has 
failed  to  expand  his  use  of  these  important 
tools. 

Let's  look  at  a  few  examples.  We  ran 
across  a  number  of  restaurant  operators 
who  stated  that  they  were  not  doing  any 
research--indeed,  would  not  know  how  to 
do  any.  But  an  observation  of  the  operation 
of  one  of  them  proved  he  was  doing  some 
research  but  did  not  realize  that  he  was 
doing  it.  For  some  time,  he  had  been 
checking  dishes  as  they  came  back  to  the 
kitchen  to  find  out  what  foods  were  being 
eaten  and  what  kinds  were  left  largely  un- 
touched. His  observations  naturally  per- 
mitted him  to  serve  less  of  the  foods  which 
were  not  popular  and  more  of  the  foods  that 
disappeared  off  his  plates.  That  is  research. 

We  found  a  small  manufacturer  who  sys- 
tematically interviewed  every  salesman  who 
called  on  him  about  conditions  in  the  field. 
Again,  research.  We  found  a  buyer  for  a 
women's  apparel  store  who  spent  a  lot  of 
time  on  the  floor  asking  customers  not 
merely  what  they  liked  about  her  store,  but 
what  they  liked  about  some  other  store  up 
the  street.  This  buyer  found  the  customers 
quite  willing  to  talk  and  from  them,  she  got 
some  very  valuable  ideas.  This  was  re- 
search on  the  local  market  and  on  market- 
ing. 

We  talked  with  a  wholesale  drug  owner 
who  had  all  of  his  executives  travel  the 
whole  territory  at  least  once  a  year.  Why? 
--why,  to  find  out  what  his  customers 
wanted--to  sensitize  those  executives  to 
customer  needs.  Research?  --yes  ! 

Earlier,  I  pointed  out  a  picture  of  Red 
Kilgore  of  Kilgore  &  Hurd  in  Detroit.  I 
told  you  how  his  four  retail  stores  were 
successfully  competing  with  the  chains  and 
the  big  department  stores  in  that  area.  I 
also  told  you  that  he  never  promotes  an 
item  without  first  market-testing  it. 
Recently,  he  bought  six  sample  shirts,  put 
them  on  display,  and  then  let  his  customers 
tell  him  which  were  going  to  be  volume 
sellers  - -this  before  he  loaded  up.  That, 
too,  is  research,  whether  businessmen  rec- 
ognize it  as  such  or  not. 


A  manufacturer  who  classifies  and  files 
a  lot  of  sales  ideas  from  the  trade  press 
is  also  using  research.  Let's  take  a  look 
at  a  couple  of  systematic  methods.  These 
things  are  real;  they  are  being  done  now; 
they  are  inexpensive. 

Take  the  matter  of  just  asking  questions. 
We  found  a  small  retailer  who  hadhis  clerk 
systematically  comparison-shop  a  Macy's 
branch  for  two  weeks  after  it  opened  in  a 
community  near  his  place  of  business.  That 
is  reasearch,  and  the  things  he  learned 
permitted  him  to  compete  successfully  with 
the  big  fellow  who  had  moved  in  with  a  lot 
of  dough  and  a  lot  of  fancy  store  front. 

We  found  another  manufacturer  who  had 
his  salesmen  make  periodical  reports  on 
the  style  and  color  preferences  of  the 
customers  in  their  areas.  When  the  reports 
came  in,  he  studied  them  carefully.  That, 
too,  is  research. 

Then,  there  is  an  appliance  dealer  who 
insists  that  his  salesmen,  after  they  have 
closed  a  sale,  ask  several  standard  ques- 
tions of  customers  as  to  why  they  did  busi- 
ness in  his  store.  That  is  market  research 
and  there  is  nothing  complicated  or  ex- 
pensive about  it.  And  because  this  dealer 
acted  upon  the  information  he  got,  it  helped 
him  improve  his  volume. 

We  learned  of  a  newspaper  which  had  the 
license  plate  numbers  of  the  cars  parked 
in  the  lots  of  a  local  shopping  center  copied 
off;  then  found  out  where  the  owners  lived 
in  order  to  fit  the  pattern  of  distribution  of 
the  newspaper  to  the  pattern  of  sales  in  that 
supermarket.     Research  ?  --definitely  ! 

In  the  Rocky  Mountain  area  we  learned 
the  story  of  a  small  ice  cream  manufacturer 
who  wanted  to  get  away  from  the  seasonal 
slump  in  his  business.  Now,  a  great  many 
people  have  seasonal  slumps  in  business 
and  never  do  anything  about  it.  They  recall 
that  their  old  man  had  a  seasonal  slump 
every  year,  so  what  was  the  use  of  trying 
to  change  a  normal  course  of  events.  This 
guy  was  different.  He  wrote  a  lot  of  candy 
outfits  around  the  country,  asking  the  char- 
acteristics of  a  candy  which  would  be  a  best 
seller.  Based  upon  what  he  learned,  he 
developed  a  candy  product  that  is  now  sell- 
ing successfully  in  38  states  of  the  Union. 
And  although  he  is  a  manufacturer,  he  has 
set  up  a  small  retail  store  in  which  he  can 
test  his  ideas  of  display,  promotion,  and 
service.  Research  ?- -again,  definitely  itis! 

Let  me  tell  you  about  a  lumber  dealer  and 
processor  of  wooden  construction  materials 
for  homes  who  has  a  full-time  man  on  the 
road    all    the    time,  interviewing  architects, 
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builders,  and  contractors  about  their  prob- 
lems, ideas,  needs.  More  research. 

All  these  small  business  men  are  suc- 
cessfully using  research  even  though  all 
they  are  doing  is  asking  questions --the  right 
ones,  however,  and  then- -action  ! 

Then,  there's  the  "free  loader."  Now, 
there's  nothing  wrong  with  free  loading  in 
this  Nation.  Most  of  us  learn  from  some- 
body else,  and  most  of  the  time  we  do  not 
pay  for  the  information.  An  example  of  a 
small  business  using  big  business  was  found 
in  the  owner  of  a  men's  apparel  store  who 
learned  from  his  trade  association  of  anew 
"self-selection"  device  being  offered  by  a 
manufacturer.  Going  to  the  manufacturer, 
he  found  that  he  could  test  this  first.  It 
worked.  This  represents  research  someone 
else  has  done. 

Then,  there  is  the  material  that  is  avail- 
able through  government  andtrade  associa- 
tion sources.  We  talked  with  a  wholesaler 
who  systematically  reads  the  government 
and  trade  association  statistics  on  sales, 
inventory  turnover,  accounts  receivable, 
etc.,  etc.,  and  finds  them  of  great  help  to 
him  in  his  business.  In  this  area,  we  hear 
too  much  about  an  old  chestnut.  Too  many 
people  say,  "Those  figures  are  no  good  to 
me.  They're  too  general,  and  they  don't 
break  down  into  classifications  that  are  of 
any  use  to  me." 

Well,  all  over  the  country  we  found  small, 
voluntary  groups  of  people  in  like  busi- 
nesses who  were  getting  together  to  com- 
pare ideas.  A  good  example  is  that  fellow 
Fontius  in  Denver,  who  has  four  retail  shoe 
store  outlets,  who  is  a  part  of  an  eight  or 
nine  store  group  as  widely  separated  as 
Denver  and  New  Orleans.  What  are  they 
doing? --why,  they  are  comparing  and 
breaking  down  figures  available  to  them 
through  government  statistics  or  trade 
association  statistics  to  the  point  where 
they  get  specific  information  which  they 
need  in  connection  with  inventory,  margins, 
and  all  the  rest  of  it. 

And  now,  we  come  to  the  man  who  em- 
ploys outside  research  information.  We 
have  such  a  man  here  today.  He  started  a 
beauty  product  in  his  home  town  of  Denver. 
You'd  think  that  would  be  an  odd  place  to 
start  a  cosmetic  business.  You'd  think  he 
would  start  in  New  York  or  in  Hollywood. 
But  he  started  this  business  out  in  Denver, 
and  listen  to  this:  He  is  selling  two  million 
dollars  worth  a  year  now.  I  predict  that  he 
is  going  to  hit  the  five  million  dollar  mark 
in  another  two  or  three  years.  The  im- 
portant   thing    here,    however,    is   that   this 


man,  who  was  doing  all  right,  had  the 
courage  to  lay  $14,000  on  the  line  to  hire 
an  outside  research  organization  to  tell  him 
exactly  what  was  happening  in  his  field. 

One  of  the  things  this  research  organiza- 
tion turned  up  was  information  about  a 
competing  type  of  product,  similar  to  his 
but  with  a  different  base  which  was  doing 
extremely  well.  Even  though  his  own  prod- 
uct was  doing  all  right,  this  manufacturer 
decided  to  develop  an  additional  product 
which  would  employ  this  new  and  popular 
base.  This  enabled  him  to  offer  two  prod- 
ucts in  his  line,  and  his  business  grew. 

So,  our  pre-conference  research  proved 
one  very  important  fact.  Marketing  re- 
search is  being  used  successfully  by  all 
types  of  small  business.  But  we  also  found 
that  not  enough  small  businessmen  are  using 
research  and  that  too  many  of  them  do  not 
even  know  what  it  is  or  where  to  go  to  get 
it. 

Two  general  sources  of  market  research 
help  exist  today.  They  are  available  to  all 
types  of  small  business  at  nominal  cost  and 
are  effective  in  producing  more  sales  and 
profits.  These  sources  of  help  will  be  the 
subject  of  the  marketing  side  of  this  Con- 
ference during  the  meetings  held  the  next 
two  days. 

The  first  source  of  help  comes  from  the 
"do  it  yourself"  type  of  thing.  We  have  16 
Workshop  Sessions  lined  up  for  tomorrow 
night,  and  if  you  gentlemen  don't  attend 
those  sessions  and  participate  in  them, 
you're  nuts --if  you'll  pardon  me  for  saying 
so.  Those  16  Workshop  Sessions  were  set 
up  on  the  basis  of  the  questions  that  you, 
the  small  businessmen  of  America,  asked. 
Go  to  the  Workshops  for  the  answers  to 
your  questions. 

Let  me  take  a  minute  to  give  you  a  typical 
example  of  the  subject  matter  of  one  of 
these  Workshop  Sessions.  This  one,  D-5, 
deals  with  the  question,  "How  can  small 
business  men  use  U.S.  Census  data?  Where 
to  find  and  how  to  use  county  business 
patterns  and  other  breakdowns  of  census 
data,  etc.,  etc." 

As  I  told  you,  I  became  a  small  business 
man  in  1946.  That  first  year,  Parade  lost 
three-quarters  of  a  million  dollars  on  a 
total  volume  of  $1,800,000.  That  did  not 
happen  the  second  year,  and  do  you  know 
why?  It  didn't  happen  because  we  used 
county  business  pattern  figures.  Where  did 
we  get  these  figures  ? --why,  from  the 
government.  And  what  did  they  tell  us? 
--that  we  were  bucking  a  saturated  market 
in    Philadelphia.    So,    we   got    out   of   Phila- 


36 


delphia  and  concentrated  on  cities  like 
Peoria,  Roanoke,  Syracuse,  El  Paso,  and 
scores  of  secondary  markets  which  were 
growing  big,  post-war. 

This  sort  of  thing  is  real.  It  is  not  theory. 
It  worked  for  Parade,  and  it  will  work  for 
you. 

Here's  another  example  from  one  of  these 
Workshop  Session,  D-13,  which  will  deal 
with  the  question:  "How  to  develop  more 
sales  per  dollar  of  payroll,  etc." 

It  can  be  done.  I  know,  because  we  did  it 
at  Parade.  We  persuaded  pressmen  and 
photo-engravers  in  our  plant  to  think  in 
terms  of  their  importance  to  selling. 
Through  communications,  we  proved  to 
them  that  what  they  did  in  the  manufacturing 
plant  of  Parade  had  a  direct  effect  on 
sales --therefore,  on  profits;  therefore,  on 
employment. 

Here's  still  another  —  Workshop  Session 
D-15,  "How  to  develop  and  present  market- 
ing facts  to  raise  capital." 

This  one  hits  close  to  home  with  me. 
Last  year  my  partner  died  and  some  of  his 
stock  in  our  company  went  into  a  foundation. 
Last  week  in  New  York,  I  met,  for  the  first 
time,  with  some  of  the  members  of  the 
august  body  which  controls  that  foundation. 
I  didn't  do  too  well  at  that  meeting,  and  I 
think  I  know  why.  I  wasn't  too  well  organized. 
I  didn't  have  the  right  facts  to  prove  the 
importance  of  our  going  into  debt  again 
(we'd  just  got  out)  to  take  care  of  the  further 
expansion  which  our  market  requires. 

At  another  meeting  in  Chicago  a  few  days 
later,  I  came  off  better --and  I  think  I'm 
going  to  get  what  I  need. 

This  is  an  important  question  which  faces 
small  business  all  the  time,  and  if  you  don't 
think  it  is  important  to  know  how  to  present 
your  marketing  opportunities,  your  growth 
opportunities,  and  your  sales  figures  in  the 
matter  of  raising  capital,  then  you  haven't 
been  tangling  with  the  problem  as  I  have. 

That  was  what  Lyle  Spencer  was  talking 
about  and  what  Wilson  Newman  was  talking 
about  in  connection  with  the  question, 
"Where  do  you  get  the  money.  .  .?"  Well, 
usually  you  get  it  from  a  bunch  of  guys  who 
aren't  too  familiar  with  your  business.  They 
aren't  thinking  in  terms  of  lending  you 
something  for  90  days;  rather,  they  are 
thinking  in  terms  of  lending  you  something 
for  20  years  in  order  to  properly  take  care 
of  the  physical  expansion  of  your  business. 

It's  tough,  and  it  makes  a  difference  how 
you  present  your  case. 

You  have  been  assigned  to  a  Workshop 
Session.    Go    to    it;     participate    in   it.    You 


won't  miss  anything  from  the  other  Work- 
shop Sessions  because  the  findings  of  all 
the  Workshops  will  be  published  in  the  pro- 
ceedings of  the  Conference  and  you  will 
receive  a  copy. 

The  second  existing  source  of  help  con- 
cerns market  research  already  in  exist- 
ence, available  for  use  by  any  small  busi- 
ness for  nominal  cost  or  at  no  cost  at  all. 

All  day  tomorrow,  Tuesday,  those  attend- 
ing the  market  research  side  of  the  Con- 
ference will  be  shown  five  major  sources 
of  market  research  information  and  help: 

1  -  Trade    Associations,    Chambers    of 

Commerce,  etc. 

2  -  The  Business  Press 

3  -  Educational  Institutions 

4  -  Government  -  Federal  and  State 

5  -  Large  Business 

Go  to  these  sessions  because  you  will  see 
and  hear  small  business  men  like  your- 
selves from  all  fields  who,  using  the  case 
history  method,  will  explain  how  they  are 
using  market  research  ideas  and  material 
from  these  sources  and  what  it  has  meant 
to  their  businesses. 

We  will  present  the  sources  to  you.  What 
you  do  with  this  knowledge  is  up  to  you. 

A  utilities  company  in  Florida  ran  a 
survey,  and  just  as  Wilson  Newman's  outfit, 
Dun  &  Bradstreet,  did,  they  talked  to  a  lot 
of  small  businesses.  This  survey  revealed 
that  some  80  per  cent  of  the  people  inter- 
viewed said,  "We  need  marketing  research 
and  we  need  marketing  information."  But 
when  they  were  asked  how  many  of  them 
were  doing  any  such  research  and  how  many 
of  them  were  using  any  of  it,  only  a  very 
small  percentage  replied  in  the  affirmative. 

That  is  why  we  are  meeting  today,  to- 
morrow, and  Wednesday.  I  cannot  think  of 
anything  more  American  than  what  we  are 
doing  here--meeting  together  freely,  under 
no  compulsion  from  any  source,  to  share 
knowledge.  We  are  not  holding  these  meet- 
ings to  discuss  theories.  You  are  going  to 
listen  to  men  who  have  traveled  thousands 
of  miles  at  their  own  expense  explain  how 
they  solved  a  particular  problem.  And 
they'll  spell  it  out  for  you,  chapter  and 
verse. 

That's  the  American  way. 

Foreigners  who  came  to  America  after 
World  War  II  were  amazed  at  our  produc- 
tivity; at  our  foundry  and  shop  practices, 
etc.  But  they  were  even  more  amazed  at 
something  else.  They  were  amazed  to  find 
that  in  a  ruthless,  free,  competitive  econ- 
omy such  as  we  have  here  in  America,  we 
would  get  together  like  this  group  today,  not 
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to  divide  up  markets,  not  to  fix  prices,  but 
to  share  ideas  which  would  increase  the 
competition. 

But  that  is  also  the  American  way,  be- 
cause we  know  that,  as  we  successfully 
improve  competition,  we  will  expand  the 
total  market  for  all. 

Our  visitors  from  overseas  learned  that 
lesson  well.  Today,  in  Switzerland  and  in 
West  Germany,  in  Holland,  Sweden  and 
Belgium,  mercantile  organizations  in  simi- 
lar lines,  for  instance,  are  getting  together 
to  exchange  information.  In  West  Germany 
last  year,  30  some,  such  organizations  got 
together  to  set  up  a  consulting  firm  of  their 
own- -a  research  firm  which  they  are  paying 
for --to  give  them  advice  and  information. 
None  is  big  business.  And  in  Great  Britain, 
as  well  as  in  Sweden  and  West  Germany, 
they  are  beginning  to  spend  money  on  dis- 
tributive education  to  give  recognition  to  the 
marketing  side  of  business. 


Can  we  do  less  ? 

In  conclusion,  I  say  to  you,  the  people 
concerned  with  this  Conference  are  real 
people- -they  are  you  and  me,  four  million 
of  us.  And  we  are  successful  people.  We  did 
not  go  looking  for  failures.  We  looked  for 
proof  of  the  Tightness  and  soundness  of  the 
mechanics  of  our  great  economic  system. 
We  found  proof  in  profusion,  and  we  invited 
these  knowledgeable  people  to  come  hereto 
share,  each  with  the  other- -with  everyone- - 
their  knowledge,  their  information. 

This  Conference  is  a  challenge  and  an 
opportunity  because  it  is  founded  on  fact, 
not  theory.  It  is  dedicated  to  individual 
action,  not  legislation.  It  was  conceived  in 
courage  and  hope,  not  in  gloom.  I  can  only 
echo  the  hope  of  Eric  Walker:  That  it  won't 
stop  here,  but  that  in  every  city  of  every 
state  in  the  Union,  Conferences  like  this 
on  technical  and  marketing  research  will  be 
carried  on  for  the  benefit  of  small  business. 
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TECHNICAL  SESSIONS 

Tuesday,  September  24,  1957 
8:45  A.M.  to  12:30  P.M. 

Sources  of  Research  and  Development 

Assistance  for  Small  Business 

Morning  Session 

Presiding: 

Robert  L.  Chambers,  President 
Magna  Power  Tool  Corporation 
Menlo  Park,  California 


SMALL  BUSINESS  HELPS  ITSELF 


Clifford  D.  Cooper,  President 
Cooper  Development  Corporation 

Monrovia,  California 


To  say  that  American  small  business 
does  not  have  a  future  would  be  tantamount 
to  saying  that  America  itself,  our  private 
enterprise  system  as  we  know  it  today,  has 
no  future,  for  American  business  is  un- 
deniably small  business.  Trace  the  history 
of  almost  any  of  the  mighty  industrial  and 
commercial  empires  and  you  will  find  that 
they  developed,  over  the  years,  from  hum- 
ble, small  beginnings. 

I  don't  need  to  remind  you  that  business 
is  a  hard,  competitive  struggle,  and  the 
mortality  rate  is  high.  Obviously,  most 
businesses  which  fail  start  on  hope  and 
ambition,  with  a  dreadful  lack  of  knowledge 
and  business  know-how.  Of  these  businesses  , 
one-third  fail  in  the  first  year;  another 
14%  or  15%  in  the  second  year;  and,  as 
high  as  70%  are  gone  by  the  end  of  five 
years.  Business  as  a  whole  is  constantly 
working  toward  the  improvement  of  this 
blot  on  our  economic  life,  in  seeking  to 
inculcate      a     better     understanding     of    the 


pitfalls  and  problems  of  business.  In  fact, 
that  is  why  we  are  here  today.  There  are 
great  possibilities  in  this  field.  While  the 
going  is  rigorous  and  tough,  the  rewards, 
not  to  mention  the  satisfaction,  are  great 
for  those  who  can  maneuver  a  company 
through  the  channels  of  successful  business  . 
In  approaching  the  subject  assigned  to  me  I 
will  draw  on  my  own  experiences- -most  of 
which  have  been  on  the  firing  line  —  dealing 
with  day-to-day  problems  of  a  growing 
small  business. 

In  this  period  of  technical  revolution, 
small  business  men  must  take  abroad,  long 
look  at  the  future  and  find  a  place  for  their 
business  in  this  fast  changing  economic 
and  social  structure. 

I  believe  that  every  problem  can  be  an- 
swered by  good  management.  How  can  a 
small  business  man  afford  good  manage- 
ment and  acquire  it?  He  first  must  be 
broadminded  enough  and  honest  enough  with 
himself    to    recognize  his   shortcomings  and 
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seek  to  correct  them.  While  rugged  indi- 
vidualism is  a  fine  quality,  it  canbe  carried 
to  an  extreme  such  as  when  a  small  en- 
trepreneur is  unwilling  to  listen  to  those 
who  might  help  him  steer  through  the  rough 
channel  of  successful  business.  Of  course, 
it  is  true  that  many  of  those  offering  advice 
may  not  be  qualified,  but  there  are  a  great 
many  who  can  be  of  help--it  is  here  that 
the  judgment  of  selection  comes  in.  In  any 
event,  an  open  mind,  and  two  good  ears 
with  which  to  listen,  are  important  assets 
to  a  business  man. 

I  am  well  acquainted  with  a  very  suc- 
cessful and  eminent  business  man  in  my 
area.  He  is  a  man  over  70  years  of  age, 
who  has  had  a  great  deal  of  experience  in 
the  business  world  and  knows  a  great  many 
of  the  answers.  Recently  he  told  me  "Men 
call  me  up  and  want  to  go  to  lunch  with  me, 
and  I  gladly  accept.  I  know  they  do  this  to 
'pick  my  brains,'  but  what  they  don't  know 
is  that  while  they  are  picking  mine--I'm 
picking  theirs."  Is  it  hard  to  understand 
why   he   has    judgment- -yes ,    even  wisdom? 

The  first  and  most  important  problem  in 
business  is  the  selection  of  a  competent 
management  team.  This  is  difficult  for  small 
business  because  of  the  cost,  but  it  can  be 
accomplished.  One  can  add  to  and  strengthen 
this  team  by  acquiring  a  good  relationship 
with  a  banker,  a  lawyer  and  a  CPA.  Be  sure 
to  use  them  as  members  of  your  team  and 
not  just  as  firemen  to  put  out  fires  created 
by  bad  planning.  I  have  always  used  my 
banker  as  an  adviser  and  found  him  most 
helpful  as  long  as  I  took  him  into  my  con- 
fidence and  consulted  him  on  future  planning. 

A  good  rule  is  to  "plan  the  work- -then 
work  the  plan."  Make  up  a  budget  and 
cash  forecast  for  several  months  in  ad- 
vance, showing  your  estimated  sales  ,  costs  , 
estimated  profits,  amount  required  by  way 
of  bank  loans  and  repayment  program,  and 
allocate,  specifically,  the  amount  of  funds 
available,  if  any,  for  expenditure  for  fixed 
assets.  Advance  planning  should  be  a  must. 

Evidence  of  good  financial  planning  also 
will  go  a  long  way  with  your  banker  to 
establish  his  confidence  and  thus  insure 
getting  maximum  bank  credit  on  a  preferred 
basis.  It  will  obviate  such  statements  as 
were  recently  made  by  a  very  capable 
banker  when  I  queried  him  on  this  subject, 
"Too  many  of  these  fellows  seem  to  wait 
until  they  have  to  meet  a  payroll  before 
talking  to  us  or  worrying  too  much  about 
where  the  money  is  to  come  from." 

A  forecast  should  be  a  conservative  es- 
timate   of   what   you   are    almost    certain   to 


obtain,  while  the  budget  should  be  a  goal. 
An  optimistic  forecast  that  is  missed  could 
put  a  company  in  real  trouble. 

Listen  to  what  another  banker  said--"Few 
small  business  men  will  plan  realistically 
in  making  up  their  forecasts  and  estimates. 
They  seem  to  plan  on  all  the  good  things  hap- 
pening, but  the  bad  news  expected  or  very 
probable  to  happen  is  not  included--the 
figures  are  always  optimistic."  As  this 
banker  added,  "It  is  better  to  figure  con- 
servatively, and  then  make  proper  and  ample 
arrangements    to   meet  the  requirements." 

Obviously,  making  every  loan  request  an 
"emergency"  shows  a  lack  of  planning  and 
of  good  business  administration.  The  busi- 
ness itself,  of  course,  runs  a  real  risk 
in  ringing  "panic  bells"  too  often,  because 
if  the  banker,  for  this  reason,  loses  con- 
fidence and  turns  down  the  loan,  the  business 
man  could  find  himself  in  a  real  spot. 

Also  one  should  acquire  and  retain  a  very 
close  relationship  with  a  competent  lawyer 
and  CPA- -make  them,  along  with  your 
banker,  a  part  of  your  team. 

The  most  important  aspect  of  all  seems 
to  me  to  be  that  of  "human  engineering-- 
human  relations".  I  truly  believe  that  by 
far  the  greatest  percentage  of  all  business 
failures  are  attributable  to  a  deficiency  in 
this  necessary  ingredient  in  a  successful 
business.  Human  engineering  is  very  vital 
in  our  consideration  of  what  makes  for  suc- 
cessful businesses  and  in  getting  maximum 
utilization  of  internal  resources.  We  cannot 
over-emphasize  this  factor.  The  successful 
business  is  dependent  on  good  human  rela- 
tions--the  ability  to  get  along;  the  ability 
to  lead;  the  ability  to  delegate  responsibility 
and  inspire  people  to  get  them  to  work  and  do 
their   best  for  you;  to  infuse  confidence. 

Whenever  a  business  develops  problems 
or  is  unsuccessful,  it  is  not  usually  merely 
one  or  two  things  wrong  of  major  signifi- 
cance, but  rather,  hundreds  of  little  things 
that  are  out  of  order,  out  of  adjustment. 
More  often  than  not,  these  unfavorable  fac- 
tors will  stem  from  unfavorable  human 
relations.  Often  this  will  be  in  the  top 
management  of  the  company- -friction  and 
inharmony  or,  possibly,  gross  incompe- 
tence. This  will  filter  down  through  the 
entire  organization  and,  in  time,  if  not 
corrected,  will  grind  the  wheels  of  any 
organization  to  a  halt.  It  may  take  a  little 
time --momentum  will  carry  a  large  com- 
pany along  for  quite  awhile--but  the  net 
result  is  positively  assured  and  definite. 
A  small  company  will  come  to  grief  much 
sooner    under     such     conditions,    for    it   has 
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built    up    no    momentum    to    carry    it   along 
even  temporarily. 

What  are  some  of  the  tools  needed  in 
obtaining  and  retaining  good  human  rela- 
tions within  a  small  business  ?  First,  you 
must  like  and  trust  people.  If  you  don't, 
then  do  not  become  involved  in  small  busi- 
ness management.  You  must  develop  good 
management  habits.  Five  of  these  which 
have  been  considered  important,  are: 

(1)  Trusting  people 

(2)  Relying  on  facts 

(3)  Being  curious 

(4)  Having  a  sociological  sense 

(5)  Respecting  time 

In  summary,  we  must  not  overlook  the 
importance  of  good  organization  —  to  dele- 
gate responsibility  to  capable  people--to 
remember  that  none  of  us  has  all  the 
answers  and  it  will  pay  us  to  listen  oc- 
casionally to  others,  since  we  learn  from 
those  who  have  gone  before  over  the  same 
road.  Establish  credit  with  your  banker- 
confide  in  him  as  your  f riend--avoid  ring- 
ing panic  bells  too  often--and  remember, 
also,  that  more  money  is  not  always  a  cure- 
all. 


Case  History:    Small  Business  Helps  Itself 

Robert  J.  Milano,  President 
Millmaster  Chemical  Cor- 
poration 
New  York,  N.  Y. 

Superimposing  our  own  tight,  little  ex- 
perience upon  Mr.  Cooper's  masterful 
presentation,  I  would  like  to  tell  you  some- 
thing about  the  fanciful  cocoons  spun  by 
us  with  tender  care  in  the  hope  of  incubating 
our  somewhat  less  fanciful  caterpillars. 

Our  ownership  and  management  are  con- 
trolled by  a  majority  stockholder  and  a 
group  of  key  men  who  have  contributed,  in 
one  way  or  another,  to  our  growth.  Finan- 
cially, we  started,  blissfully,  with  a  capital 
of  minus  $10  and  an  idealistic,  if  not 
immature,  concept,  in  this  day  of  tight 
money,  to  generate  ourselves  from  within 
with  the  blessings  of  merchandise  credit 
and  occasional  fortuitous  borrowings.  To- 
day, we  employ  about  250  people  ,  including  a 
technically  trained  complement  of  17%  of 
this  number.  Currently,  our  missions  are 
defined  by  four  separately-operated  or- 
ganizations. The  first  devotes  itself  to  the 
domestic  sale  and  market  development  of 
our  own  manufactured  products.  In  addition, 


it  distributes  materials  originating  from 
other  sources.  The  second  is  engaged  in 
the  import-export  business.  Thethirdman- 
ufactures  bulk  pharmaceuticals  and  a  range 
of  organic  and,  to  a  lesser  extent,  in- 
organic chemicals.  The  fourth  is  the  largest 
producer  of  bleached  shellac  in  this  country. 
Our  yearly  volume,  as  of  4:30  yesterday 
afternoon,  was  running  at  the  rate  of  better 
than  $10  million.  We  operate  three  plants: 
one  in  Massachusetts,  another  in  New 
Jersey,  and  the  last  in  Brooklyn. 

Having  reduced  our  background  to  the 
simplest  denominator,  the  question  now 
arises  as  to  how  we  try  to  help  ourselves 
as  a  small  company  from  a  research 
and  development  standpoint. 

From  the  very  start,  and  without  a 
monopoly  on  brilliance,  we  recognized  that 
a  research  and  development  program  would 
constitute  our  life-line  to  the  future.  How- 
ever, of  even  greater  importance,  we  knew 
as  a  cold,  hard  fact  that  in  close  partner- 
ship with  sales,  market  development,  plant 
investment,  production  and  engineering,  re- 
search must  be  made  to  pay  off  for  day-to- 
day survival  of  our  manufacturing  opera- 
tions. Utilizing  the  talents  of  a  well- 
grounded  chemist  as  a  nucleus,  we  em- 
barked, in  gradual  stages,  upon  the  arduous 
task  of  effectuating  a  research  team,  which 
now  is  comprised  of  20  well-trained  men 
and  women  nourished  in  a  new,  and  well- 
equipped  laboratory  at  our  plant  at  Berkeley 
Heights,  New  Jersey.  There  were  periods 
when  the  support  of  this  expanding  program, 
in  terms  of  budgetary  appropriations ,  made 
it  necessary  for  us  to  rob  Peter  to  pay 
Paul.  But  at  no  time  have  we  ever  re- 
gretted, despite  the  misgivings  and  frustra- 
tions inevitable  along  the  way,  our  decision 
to  prosecute  this  program  uncompromis- 
ingly. 

Being  a  small  company  in  a  notoriously 
large-company  industry,  where  lack  of 
growth  is  synonymous  with  stagnation,  an 
act  of  Congress  was  not  necessary  to  make 
apparent  the  limitations  of  our  own,  self- 
sustained  devices.  Hence,  as  a  means  of 
rounding  out  our  dreams  of  empire,  we 
improvised  an  immutable  policy  of  allocat- 
ing a  portion  of  our  resources  to  the 
challenge  of  exploiting  outside  sources  of 
assistance. 

Our  foreign  counterpart  has  made  a 
point  of  scouring  Europe  and  Japan  for 
ideas  and  processes  that  might  enhance 
our  scheme  of  things.  To  illustrate,  repre- 
sentatives of  a  French  organization  plan 
to    visit   our  group  within  a  few  days.  Their 
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object  is  to  explore  with  us  the  possibility 
of  building  a  plant  in  this  country  for  the 
production  of  a  fungicide  successfully 
launched  in  Europe  during  the  past  few 
years. 

We  draw  on  the  information  funds  of 
trade  associations  for  specialized  data. 
We  utilize  the  facilities  and  services  of 
private  and  endowed  research  organiza- 
tions. We  maintain  liaison  with  state  col- 
leges and  universities,  especially  for  de- 
velopments in  the  agricultural  field,  and 
for  advice  on  waste  disposal  problems.  We 
have  negotiated  license  agreements  with 
private  institutions  for  product  development 
under  royalty  arrangements.  We  have  en- 
gaged the  services  of  a  market  research 
specialist  for  the  purpose  of  promoting  a 
consumer  item--our  first  brush  with  this 
intoxicating  field.  Incidentally,  it  was  heart- 
ening to  hear  Lyle  Spencer's  report  that 
the  mortality  rate  of  such  products  is  only 
81%.  We  have  leaned,  in  a  few  instances, 
upon  the  test  tubes  of  individual  chemical 
consultants,  operating  in  our  own  labora- 
tories, in  areas  where  we  have  found  our- 
selves strangers.  We  have  helped  techni- 
cally and  financed  on  a  scale  befitting  our 
purse,  projects  conceived  by  inadequately 
capitalized  enterprises.  In  such  cases, 
it  was  part  of  our  understanding  that  we 
would  take  over  production  if  and  when 
volume  increased  sufficiently  to  warrant 
more  profitable  operations  in  our  own 
plant.  We  have  entered  into  a  joint  venture 
with  a  group  to  develop  high  temperature 
hydraulic  fluids  and  lubricants.  Under  this 
contract  we  contribute  the  chemical  process 
development  and  manufacturing  facilities; 
our  partners,  the  application  and  market 
research,  the  compounding  plant  and  know- 
how,  as  well  as  the  business  and  technical 
coverage  of  government  procurement  agen- 


cies. This  combined  effort  alone,  in  the 
last  8  months,  fruitfully  has  accounted  for 
approximately  1/4  million  dollars  of  pre- 
viously untapped  sales. 

In  brief,  these  are  primarily  the  channels 
we  have  capitalized  for  the  purpose  of 
stretching  the  tools  with  which  we  have  to 
work- -no  matter  how  fertile  or  sterile  the 
end  results  may  prove  to  be.  But  in  retro- 
spect, we  derive  something  akin  to  satis- 
faction from  the  knowledge  that  we  have 
been  able  to  undertake  both  large  and 
small  manufacturing  programs  spanning 
from  tranquilizers  to  a  catalyst  needed  in 
the  production  of  synthetic  fibres. 

And  now  a  few  words  about  government 
patronage,  or  other  similar  forms  of  as- 
sistance for  small  business  in  particular. 
Such  aid  has  an  instinctive  appeal  and 
could  be  as  attractive  to  us  as  anyone  else. 
However,  we,  too,  have  learned  it  is  a 
delusion  to  expect  something  for  nothing. 
Sooner  or  later,  patently  or  latently,  pref-"- 
erential  treatment  manifests  itself  with  a 
price  tag,  often  far  out  of  proportion  to  the 
immediate  advantages  gained.  Imperfect 
though  it  be,  we  have  enjoyed  our  climate, 
and  if  a  choice  were  to  be  afforded,  we 
would  cling  passionately  to  the  privilege 
of  helping  ourselves.  Success  or  failure 
of  our  objectives  is  important  to  us  as 
individuals  ,  as  an  organization,  and  as  mem- 
bers of  the  community.  But  nothing  can  be 
more  precious  than  the  freedom  under  law 
which,  from  the  beginning  of  our  business 
activities,  protected  our  right  to  grasp  or 
fumble  the  opportunities  inspired  by  our 
system  of  enterprise.  Albert  Einstein,  had 
another  way  of  expressing  it--"Making 
allowances  for  human  imperfections,  I  do 
feel  that  in  America  the  most  valuable  thing 
in  life  is  possible  —  the  development  of  the 
individual  and  his  creative  powers." 


GROUP  ACTIVITY  ON  A  REGIONAL  BASIS 
IN  THE  FIELD  OF  RESEARCH  AND  TECHNOLOGY 

James  E.  Webb,   L.  L.D.  President,  Frontiers  of  Science  Foundation  of  Oklahoma,  Inc. 

and  President,  Republic  Supply  Co. 
Oklahoma  City,  Oklahoma1 

Over  the  years,  I  have  gained  some  person  who  has  to  carry  them,  what  a 
familiarity  with  the  burdens  of  the  business  man  thinks  when  he  has  to  scratch  for 
executive,    how    these    burdens    feel   to    the        the   money   to   meet   the   next  payroll,  or  to 


1  Mr.  Webb,  is  also  a  Director  of  Kerr-McGee  Oil  Industries.  Inc.,  and  Fidelity  National  Bank  &  Trust  Co.,  of  Oklahoma  City;  of 
McDonnell  Aircraft  Co.,  St.  Louis;  a  Trustee  of  the  George  Washington  University,  Washington,  D.  C.;  and  of  the  Committee  for 
Economic  Development,  New  York,  N.  Y.;  in  June  1957,  he  received  an  honorary  L.L.D.  from  Colorado  College.  He  is  also  former 
Under-Secretary  of  State  and  former  Director  of  the  Bureau  of  Budget. 
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look  squarely  at  the  hard  choices  required 
by  working  capital  limitations.  If  I  suggest 
additional  activities  for  small  business  ex- 
ecutives; additional  participation  in  study, 
thought  and  action  looking  toward  effective 
leadership  with  consequent  satisfactory 
profit  ratios  in  an  age  of  vast  and  rapid 
change;  understanding  of  the  forces  at  play 
and  the  men  and  technology  shaping  them; 
it  is  because  nothing  less,  it  seems  to 
me,  will  be  effective.  Small  business,  in 
its  generic  sense,  has  its  particular  features 
of  competitive  advantage,  as  well  as  certain 
disabilities.  The  vigorous  and  effective 
leader  combines  these  into  a  successful 
operation,  either  retarded  or  assisted  by 
the  environment  of  the  place  and  time.  In 
all  places  and  for  some  time  to  come, 
adequacy  of  understanding  of  the  leaping 
technology  and  geometric  progression  of 
change  which  dominates  industry  today  will 
determine  many  environmental  factors.  In 
business,  as  in  other  sectors  of  our  society, 
we  must  develop  the  capacity  to  adopt  in- 
novation as  a  way  of  life. 

Two  thousand  years  ago,  Demosthenes 
characterized  the  duties  of  a  public  speaker 
as  "to  discern  events  in  their  beginnings, 
to  foresee  that  is  coming  and  to  forewarn 
others."  At  the  end  of  World  War  II,  Dr. 
Vannevar  Bush  prepared  an  historic  report 
under  the  title,  "Science,  The  Endless 
Frontier,"  "The  pioneer  spirit  is  still 
vigorous  within  this  nation,"  said  Dr.  Bush. 
"Science  offers  a  largely  unexplored  hin- 
terland for  the  pioneer  who  has  the  tools 
for  his  task.  The  rewards  of  such  explora- 
tion, both  for  the  nation  and  the  individual, 
are  great.  Scientific  progress  is  one  es- 
sential key  to  our  security  as  a  nation,  to 
our  better  health,  to  more  jobs,  to  a  higher 
standard  of  living,  and  to  our  cultural 
progress."  But  Dr.  Bush  had  also  this 
warning:  "Science  can  be  effective  to  the 
national  welfare  only  as  a  member  of  a  team, 
whether  the  conditions  be  peace  or  war. 
But,  without  scientific  progress,  no  amount 
of  achievement  in  other  directions  can 
insure  our  health,  prosperity,  and  security 
as  a  nation  in  the  modern  world."  I  take 
it  one  of  the  main  purposes  of  this  Con- 
ference is  to  see  how  small  business  men 
can  get  on  this  team.  Certainly,  science 
is  already  on.  In  the  years  since  World 
War  II,  more  than  fifty  billion  dollars  has 
been  spent  for  research  and  development  by 
government,  by  universities  and  by  indus- 
try. The  annual  rate  is  now  running  at 
something  like  seven  billion  dollars  and  we 
have    what    many    call    a   new   industry,    the 


research  industry.  This,  added  to  other 
factors,  is  generating  a  colossal  total  of 
investment  in  new  plant  and  equipment. 
Entirely  new  patterns  of  industrial  and 
economic  growth  are  emerging.  At  no  time 
in  history  has  change  been  such  a  dominant 
characteristic  of  every  landscape. 

Today,  almost  everything  to  which  the  in- 
dividual must  adjust  himself,  inbusinessas 
in  the  rest  of  life,  is  new  and  fast  moving. 
More  than  ever  before,  there  is  a  premium 
on  new  solutions  of  the  problems  of  society, 
and  for  industry,  as  for  the  nation,  research 
is  the  price  of  survival.  And  an  even  more 
rapid  rate  of  change  is  what  I  foresee  and 
about  which  I  wish  to  forewarn. 

Here  is  a  paradox.  In  this  period,  when 
large-scale,  organized  effort  has  introduced 
a  new  element  to  science,  and  invention 
has  become  the  work  of  organized  teams 
and  vast  laboratories,  the  nation's  business 
community  is  still  largely  populated  by 
small  businesses.  Surveys  indicate  that  96 
or  97%  of  all  enterprises  are  in  the  small 
business  category.  In  the  state  of  Oklahoma, 
out  of  55,000  businesses  of  all  types,  no 
more  than  4%  can  qualify  for  elevation  to 
the  status  of  big  business.  Within  the  city 
limits  of  Oklahoma  City,  6,688  concerns 
operate,  but  only  27  meet  the  Department 
of   Commerce    criteria   for   large  business. 

Now,  if  small  business  men  are  to  con- 
tinue to  constitute  an  important  segment 
of  the  team  required  to  do  the  work  of 
the  nation  in  this  world  of  change,  it  be- 
hooves more  of  them  to  take  a  good,  hard 
look  at  the  newest  member  of  the  team-- 
the  scientist.  Men  of  science,  working  in 
vast  laboratories,  cannot  see  an  atom,  but 
can  make  it  fuse  or  fission.  They  cannot 
see  inside  a  certain  bacterium,  but  know 
it  operates  like  a  miniature  factory,  closing 
down  for  retooling  when  a  new  rawmaterial 
is  fed  to  it.  They  can  place  a  man-made 
harness  on  the  electron  frequency  of  the 
caesium  atom  to  produce  an  atomic  clock 
of  extreme  accuracy.  They  can  invent  anew 
product  that  will  create  a  new  industry 
almost  overnight  and,  at  the  same  time, 
obsolete  an  old  one.  Many  of  them  consider 
the  pencil  and  the  blank  piece  of  paper  their 
most  essential  tools.  The  fixed  stars  of  their 
firmament  are  mathematical  analysis  and 
the  reproduceable  experiment.  Studying  the 
universe  and  reducing  its  phenomena  to 
symmetrical  patterns  of  fact  capable  of 
exact  expression  and  quantitative  com- 
municability,  these  men  feel  an  intellectual 
ecstasy  like  nothing  so  much  as  the  old-time 
religion. 
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"Science,*'    says    C.  N.  Hinshelwood,  "is 
not    the   mere    collection   of  facts,    which 
are    infinitely    numerous  and  mostly  un- 
interesting,  but  the  attempt  of  the  human 
mind  to   order  these  facts  into  satisfying 
patterns  ...  .*'      R.     E.    Gibson    calls 
science,  "The  study  of  human  experience, 
the    establishment   of   the    validity   of  this 
experience,    and   the   fitting   of   valid   ex- 
periences    into     satisfying     patterns     or 
structures,    which    can  be    communicated 
unambiguously    to   others  ...  to   achieve 
comprehension,  understanding,  and  power 
of    prediction."    He    also   adds,    "As    the 
patterns    of   science    are    extended,    their 
ability   to  include  more  complex  subjects 
grows     exponentially    and    the    limits     of 
their     application    are     still    far    away." 
If  the  limits  of  the  application  of  science 
are   still  far   away,   the  useful   products    of 
its    current   state  clamor  for  recognition  in 
the    market    place    and    whet   the    appetites 
of   consumers    and  business  men  alike.  De- 
cisions   about    them   will   not   wait,    and   all 
the    while,    the    inexorable    forward  march 
of  the  scientific  revolution  continues,  feed- 
ing    on    self- regenerative,    and    seemingly 
inexhaustible,  forces.  The  years  ahead  seem 
to    require   nothing   less    than   a   new  way  of 
life;   for  business    men,   as    for   other    citi- 
zens, a  mental  revolution. 

To   foresee   and   be  forewarned,  consider 
where  we  stand  in  the  field  of  astronautics. 
The      speculative    timetable    which    I    shall 
summarize    is    not   from   Buck   Rogers,    but 
from    a    commencement   address    at   Rolla, 
Missouri,   by   the    President   of   an   aircraft 
company   that   was    a    small  business  just  a 
few   years    ago,   but  has    grown   big  through 
heavy    emphasis    on   research.    This    time- 
table is  for  earliest  foreseeable  launchings 
of  astronautical  vehicles.1    The  more  prob- 
able   dates    are   from    10   to    20  years  later. 
"In   about   a   dozen   years    or    so,   we  will 
launch    a    satellite    that    will    circle    the 
Earth  and  Moon. 
By   about    1980,    we  will  have  made  suffi- 


1  Based  on  ''Speculative  Timetable  for  Astronautics,"  pre- 
sented May  26,  1957,  at  the  Commencement  of  the  Missouri 
School  of  Mines  and  Metallurgy,  Rolla,  Missouri,  by  James  S. 
McDonnell,  President,  McDonnell  Aircraft  Co.,  St.  Louis,  Mis- 
souri. Earliest  dates  "based  only  on  reasonable  technical  feasi- 
bility, with  each  project  and  cost  being  contingent  on  prior  com- 
pletion of  all  previous  projects  on  schedule." 

EDITOR'S  NOTE:  These  speculations  were  dramatically  con- 
firmed later  by  the  successful  launching  of 
two  satellites  by  the  Russians,  and  the  accel- 
eration of  American  plans  to  send  its  own 
versions  orbiting  around  the  earth. 


cient  advances  to  permit  the  launching  of 
a  satellite  that  will  circle  the  Earth  and 
Mars. 

By  about  1990,  or  33  years  from  now, 
we  can  go  forward  to  the  point  of  launch- 
ing a  space  ship  carrying  human  beings 
which  will  circle  the  Earth  for  an  ex- 
tended period  as  a  satellite  and  return 
safely. 

If  the  youngest  of  you  live  to  the  age  of 
90,  you  may  be  able  to  take  passage  on 
a  vehicle  that  will  land  on  the  Moon  and 
return,  and  this  will  weigh  about  one  hun- 
dred and  fifty  tons  and  cost  ten  billion 
dollars.  If  you  younger  ones  live  to  be  a 
hundred,  and  science  may  well  make  this 
possible,  your  opportunity  will  be  ex- 
panded and  you  may  take  passage  to  land 
on  Mars  and  return,  in  a  vehicle  weighing 
five  hundred  tons  and  costing  thirty 
billion  dollars.  How  long  do  you  think  it 
would  take?  About  thirty-five  days  in 
each  direction  at  a  speed  of  about  a 
million  miles  a  day." 

This  is  from  a  man  who  has  made  a  care- 
ful study  of  where  the  technological  break- 
throughs have  to  come.  The  implications 
for  business  stagger  the  imagination. 
The  Scientific  American  for  June,  1957, 
carries  an  article  entitled  "A  Rocket  Around 
the  Moon,"  in  which  this  passage  oc- 
curs : 

"The  possibility  of  actually  bringing 
back  some  of  the  moon's  material  is  a 
scientific  bonanza  so  alluring  that  in- 
genious schemes  have  been  proposed  to 
accomplish  it,  even  without  landing  on  the 
moon.  We  might,  for  example,  send  a 
pair  of  rockets,  one  trailing  the  other 
closely  by  means  of  a  homing  device. 
The  first  rocket  would  drop  a  small 
atomic  bomb  on  the  moon,  and  the 
second  would  sweep  up  some  of  the 
debris  blasted  from  the  moon's  surface, 
Since  the  moon  has  no  atmosphere  and 
comparatively  little  gravity,  the  bomb 
cloud  would  rise  very  high.  The  second 
rocket  could  dive  into  the  cloud,  collect 
some  of  the  spray  and  emerge  from  its 
dive  by  means  of  an  auxiliary  jet.  Of 
course,  such  a  maneuver  would  require 
a  miracle  of  electronic  guidance;  the 
rocket  would  also  have  to  be  provided 
with  equipment  which  could  analyze  the 
particles  of  collected  material  and  trans- 
mit the  information  to  us.  But  all  this 
seems  to  lie  within  the  realm  of  possi- 
bilities in  the  expected  development  of 
guided  missiles  during  the  next  few 
years." 
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One  of  our  outstanding  Oklahoma  business 
leaders,1  qualified  in  science,  and  now 
serving  as  Chairman  of  the  Board  of  the 
Frontiers  of  Science  Foundation,  stated 
last  June  to  the  graduating  class  at  Oklahoma 
City  University  that  "the  next  fifty  years 
will  see  such  unprecedented  technological 
progress  that  it  will  shape  the  destiny  of 
civilization  for  centuries."  He  continued, 
"In  my  lifetime,  we  have  increased  our 
standards  of  living  more  than  in  all  previ- 
ous recorded  history.  At  the  present  rate 
of  productivity  increase,  we  will  double  our 
standard  of  living  in  another  eighteen 
years ." 

How  can  we  of  the  ordinary  busines  s  world 
understand  what  drives  the  scientist  upward 
to  a  duel  with  outer  space,  or  downward 
within  the  earth's  crust,  to  seek  a  rival  for 
the  brilliance  of  the  sun?  How  can  we  learn 
to  live  with  this  restless,  driving  insatiable 
search  for  new  knowledge  and  how  to  apply 
it?  How  can  we  take  account  of  this  never- 
ending,  intellectual  effort  to  see  the  sym- 
metry of  the  universe  through  the  eye  of 
its  Creator?  How  can  we  understand  that, 
in  essence,  to  the  scientist,  it  is  the  search 
for  truth  and  understanding? 

How  can  the  small  business  man,  with  his 
limited  time  and  resources,  team  up  with 
men  of  these  capacities  and  this  outlook? 
An  environment  or  framework  conducive 
to  successful  teamwork  is  vital.  We  must 
find     a     way     to     create     and    maintain    it. 

The  problem  before  this  Conference  may 
well  be  one  of  social  dynamics,  perhaps 
even  of  education,  ahow-do-you-get-started 
sort  of  problem  rather  than  one  of  organi- 
zation and  administration.  If  the  owners 
and  operators  of  small  business  under- 
stood the  necessity  and  really  wanted  to  do 
the  things  being  discussed,  appropriate 
organization  and  administration  would  come 
about  naturally  and  would  need  less  facili- 
tation. 

How  can  this  desire  arise?  What  is  the 
appropriate  framework  within  which  group 
effort  can  flourish  and  within  which  the 
small  business  man  can  really  want  to 
participate  in  today's  vast,  flowing  stream 
of  science  and  research  activity? 

Is  this  not  a  kind  of  new  frontier  re- 
quiring a  new  kind  of  pioneering?  In 
Oklahoma,  we  have  learned  a  few  lessons 
that  may  give  you  some  ideas. 


1  From  "Frontiers  in  your  Future"  by  Dean  A  McGee, 
President  of  Kerr-McGee  Oil  Industries,  Inc.,  Oklahoma  City, 
Oklahoma;  an  address  to  the  graduating  class  at  Oklahoma 
City  University,  May  31,  1957. 


Our  state,  fifty  years  old,  is  one  of  the 
newest,  still  very  close  to  the  old  frontier, 
and  the  land  pioneer  who  redeemed  the 
west  from  the  wilderness.  The  tradition  of 
the  pioneer  is  still  strong.  Here,  for  a 
number  of  years,  our  business,  educational, 
governmental  and  agricultural  leaders  have 
been  actively  seeking  the  kind  of  frame- 
work within  which  the  problems  of  the  new 
frontier  of  change  can  be  pioneered  and 
answers  found.  Fortunately,  we  are  in  a 
period  of  economic  growth,  and  urbaniza- 
tion is  just  now  passing  the  50%  mark.  In 
this  open  country  where  we  still  have  room 
to  move  around  and  where  people  don't 
ask  who  your  grandfather  was  but  what  you 
can  do,  our  forward-looking  leaders  feel 
we  have  a  chance  through  the  application 
of  foresight  and  the  development  of  widely 
shared  goals  to  build  a  new  modern  scien- 
tific Southwestern  civilization.  It  is  in  this 
atmosphere  that  we  have  embarked  on  a 
new  endeavor;  in  part,  to  celebrate  our 
fiftieth  birthday  and,  in  part,  to  set  goals 
for  the  next  fifty  years.  Recognizing  the 
emerging  dominant  role  of  science  and 
technology,  we  have  built  our  framework 
for  cooperative  study  and  action  around  a 
newly  created  organization,  The  Frontiers 
of  Science  Foundation  of  Oklahoma,  Inc.  For 
two  years,  now,  we  have  found  this  a 
workable  framework  within  which  small 
business  men,  along  with  other  citizens 
of  our  community,  can  work  together  to 
capture  for  our  state  and  region  as  many 
of  the  benefits  as  possible  of  the  new  age  of 
science.  It  is  also  a  framework  through 
which  we  hope  to  discharge  some  of  our 
responsibilities  to  our  state  and  nation. 
It  is  based  on  high  idealism,  but  also 
sustained  and  supported  by  what  history 
teaches  us  is  in  most  human  undertakings 
a  more  powerful  and  permanent  force-- 
self  interest. 

By  way  of  background,  let  me  say  that 
on  the  morning  of  April  22,  1889.  what  is 
now  Oklahoma  City  was  openprairie,  almost 
a  wilderness.  By  nightfall  of  that  day,  ten 
thousand  people  had  pitched  camp  together 
and  a  town  had  been  born.  Few  of  these 
people  had  ever  seen  each  other  before. 
If  they  were  alike  at  all,  it  was  in  their 
search  for  opportunity  and  in  their  willing- 
ness to  take  great  personal  risk  to  find  it. 
As  one  wag  put  it,  "The  thirteen  colonies 
were  settled  by  refugees  from  Europe,  but 
we  were  settled  by  refugees  from  the  United 
States."  There  was  no  municipal  govern- 
ment, no  policemen,  no  mechanism  for 
community   action.  For  a  time,  the  law  was 
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that  of  the  Federal  Territory.  The  first 
establishment  was  the  Town  Government. 
The  second  was  the  Board  of  Trade.  Among 
these  highly  opportunistic  people,  the  town 
government  soon  came  under  concerted 
attack.  As  one  participant  reported,  "My 
most  vivid  recollection  of  that  first  summer 
is  of  the  tumultuous  meetings,  at  times 
held  almost  nightly,  in  which  fiery  orators, 
speaking  from  a  farm  wagon,  drawn  to  the 
center  of  the  main  street,  denounced  the 
atrocities  of  the  town  government  amid  wild 
yells  of  approval  from  the  crowd."  As  a 
voluntary  organization  free  from  deep  in- 
volvement in  the  political  tumble,  the  Board 
of  Trade  became  the  gathering  agency  of 
the  creative  people  of  the  town.  Quietly, 
without  fanfare,  it  began  to  build  the  frame- 
work on  which  to  build  a  city.  From  its 
earliest  days,  it  captured  the  efforts  of 
educations,  ministers,  physicians  and 
lawyers,  as  well  as  business  men.  One  of 
its  most  vigorous  members  became  the 
President  of  Oklahoma's  land  grant  college, 
now  called  Oklahoma  State  University.  This 
vehicle  of  the  town's  corporate  hopes  and 
dreams,  guided  by  a  dedicated  and  highly 
competent  staff,  supported  and  strengthened 
and  made  effective  by  the  youth  and  vigor 
of  its  membership,  has  provided  the  neces- 
sary framework  for  vigorous,  area-wide 
cooperation  to  the  necessary  things  done. 
For  many  years,  the  only  business  men 
involved  in  it  were  small  business  men 
with  relatively  small  differences  in  wealth 
and  social  status.  Their  geographic  isola- 
tion made  them  draw  close  together.  Today, 
sixty-eight  years  after  "The  Old  Run," 
a  thirty-mile  radius,  rotating  about  the 
center  of  downtown  Oklahoma  City,  will 
sweep  over  approximately  six  hundred 
thousand  people.  The  framework  of  co- 
operation, so  effective  through  the  days  of 
the  pioneering  of  the  land,  persists  today 
and  is  still  pioneering --in  this  new  frontier 
of  science--"The  New  Run." 

But  it  is  not  the  usual  Chamber  of  Com- 
merce activity.  Its  position  is  that  of  the 
dominant  planning  and  community  de- 
velopment agency  of  central  Oklahoma.  To 
Oklahornans,  it  is  not  surprising  that  it 
gave  birth  to  the  "Frontiers  of  Science" 
movement.  Within  the  past  few  years, 
through  voluntary  underwriting  and  be- 
cause the  usual  governmental  processes 
were  either  undeveloped  or  too  slow,  it 
has  handled  the  purchase  of  one  hundred 
and  ten  miles  of  six-lane  right  of  way  for 
a  belt  highway  system  completely  en- 
circling   the    city    and    has    paved   sixty   of 


these  miles.  In  addition,  it  has  developed 
seventeen  industrial  districts  to  make  a 
great  metropolitan  area  balanced  in  its 
development  and  free  from  the  usual  hold- 
outs and  political  compromises.  Schools, 
colleges,  parks,  a  symphony  orchestra, 
opera,  moving  of  railroads,  urban  and 
rural  projects  ,  hospital  location  and  finance, 
and  many  other  kinds  of  activities,  have 
been  spun  off  from  this  sixty-eight-year- 
old  community  dynamo  still  predominantly 
in  the  hands  of  small  business  men.  The 
fact  that,  since  its  inception,  this  com- 
munity agency  has  involved  important  ele- 
ments of  the  community's  most  highly 
trained  people  in  its  activities --physicians, 
lawyers,  college  presidents  and  public 
school  people--is  a  fact  of  importance  to 
this  Conference.  The  problems  of  research 
and  development  for  small  business  are 
like  our  other  American  problems.  They 
will  be  solved  by  developing  agencies 
through  which  the  best  minds  of  an  area 
can  interact  in  the  stimulating  atmosphere 
of  knowledge  that  their  plans  will  lead  to 
actions . 

A  few  years  ago,  the  Chamber  of  Com- 
merce formed  a  Frontiers  of  Science  Com- 
mittee to  explore  the  opportunities  ahead 
in  the  field  of  research  and  science.  As 
one  member  said,  "There  is  something 
big  goin'  on  and  we  want  to  get  in  on  it." 
But  the  subject  proved  too  complex  for 
vicarious  assimilation. 

As  the  Managing  Director,  Mr.  Stanley 
Draper,  told  the  Committee,  "The  expendi- 
ture of  tens  of  billions  for  scientific  re- 
search and  all  this  talk  of  atoms  and 
automation  is  too  abstract  for  us.  We  can't 
understand  science  until  we  find  a  way  to  go 
out  and  see  it,  and  feel  it,  and  smell  it, 
and  taste  it."  So  the  Committee  tookamost 
significant  step.  As  a  group,  it  journeyedto 
the  major  scientific  laboratories  of  the 
country  on  what  it  called  "Investigatory 
Tours."  These  men  met  the  scientists  face 
to  face.  Nine  visitations  were  made  to 
such  laboratories  as  the  Bell  Telephone 
Laboratories,  Massachusetts  Institute  of 
Technology,  Brookhaven  National  Labora- 
tory, Oak  Ridge  Institute  of  Nuclear  Studies, 
Naval  Research  Laboratory,  Johns  Hopkins 
Laboratory  of  Applied  Physics,  the  Carnegie 
Institution  with  its  Department  of  Terres- 
trial Magnetism,  Argonne  National  Labo- 
ratories, California  Institute  of  Technology, 
and  many  industrial  installations  .  After  each 
visitation,  a  careful  report  was  written  up 
and  circulated  to  the  membership.  The 
newspapers  reported  the  activity.  The  Com- 
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mittee  then  visited  Oklahoma's  own  uni- 
versities and  industrial  laboratories  to 
inform  itself  as  to  research  activities 
there.  A  science  lecture  series  was  insti- 
tuted, meaning  that  every  few  weeks  a 
prominent  leader  of  science  would  be 
brought  to  the  Friday  Forum  of  the  Chamber 
of  Commerce,  where  he  would  have  an 
audience  of  two  to  three  hundred  members 
of  the  business  community  and  several 
classes  of  high  school  students  of  science 
with  their  teachers.  In  the  question  and 
answer  period  following  these  lectures,  it 
was  the  high  school  students  who  asked 
the  questions.  Finally,  as  the  activity  built 
up,  a  fund  of  four  hundred  thousand  dollars 
was  subscribed  to  form  the  Frontier  of 
Science  Foundation  of  Oklahoma  to  conduct 
a  five-year  program  to  disseminate  infor- 
mation about  the  opportunities  and  respon- 
sibilities ahead  in  the  field  of  science,  to 
improve  science  education  in  the  state, 
and  to  bring  in  science  installations.  The 
most  important  part  of  the  science  lecture 
series  and  the  visitations  of  the  Chamber 
of  Commerce  Committee  was  the  opportu- 
nity to  meet  the  scientists  themselves. 
Every  leading  scientist  emphasized  that 
the  improvement  of  education  inmathemat- 
ics  and  physics,  particularly  in  the  second- 
ary schools  was  one  of  the  greatest  problems 
facing  our  nation;  that  basic  research  was 
essential  to  the  healthy  growth  of  any 
modern  community;  and  that  the  volume  of 
work  to  be  done  in  the  field  of  science 
was  so  tremendous  that  further  major 
centers  of  scientific  research  should  be 
established.  The  governmental  officials, 
including  Dr.  Alan  Waterman,  Director  of 
the  National  Science  Foundation,  Mr.  Donald 
Quarles,  then  Secretary  of  the  Air  Force, 
and  our  speaker  at  our  banquet  tomorrow 
evening,  Mr.  Lewis  Strauss,  Chairman  of 
the  Atomic  Energy  Commission,  all  empha- 
sized the  great  necessity  for  spreading  out 
the  present  concentrations  of  new  small 
business  enterprises  exploiting  new 
products  and  processes  and  all  located  in 
close  proximity  to  the  university  research 
centers,  such  as  the  Harvard-M.I.T .  one 
at  Cambridge,  Massachusetts.  So,  our 
Foundation  took  as  its  goals  the  three  I 
have  mentioned--science  information, 
science  education,  science  installations. 
The  small  business  men  of  our  state  have, 
along  with  most  of  our  citizens,  had  their 
sights  raised  and  their  understanding 
broadened.  They  are  in  a  far  better  position 
to  make  the  decisions  their  busines  ses  need, 
and    to    carry    them   out   in   an   atmosphere 


conducive  to  understanding  and  success. 
They  have  had  the  chance  on  their  home 
ground  to  meet  with  the  big  minds  of 
their  day  and  to  think  big  about  the 
future. 

It  would  take  too  long  to  detail  all  the 
activities  of  the  Frontiers  of  Science  Foun- 
dation. I  can  give  you  only  a  few  highlights, 
but  I  believe  these  indicate  the  kind  of 
framework  within  which  small  business 
men  in  Oklahoma  have  had  an  opportunity 
to  get  a  glimpse  of  the  tremendous  new 
things  in  store  through  science  and  tech- 
nology, and  to  make  their  plans  to  partici- 
pate actively  in  the  developments  of  the 
next  decades. 

In  1956,  the  Foundation  brought  to 
Oklahoma  City  the  famed  Atoms  for  Peace 
Exhibit,  which  President  Eisenhower 
ordered  constructed  for  the  international 
atomic  meeting  at  Geneva,  Switzerland. 
Sponsored  jointly  by  the  Governor  of  the 
state,  the  Frontiers  of  Science  Foundation, 
and  the  Southwest  American  Exposition. 
This  exhibit  was  manned  by  two  hundred 
and  fifty  scientists  from  Oklahoma  univer- 
sities and  industry.  Many  of  these  were 
sent  to  the  major  atomic  laboratories  for 
training.  Over  three  hundred  and  fifty 
thousand  persons  went  through  this  exhibit 
and  we  started  each  of  them  out  with  a 
fifteen-minute  movie  on  basic  elements  of 
atomic  science.  We  had  to  operate  three 
movie  theaters  continuously  for  the  three 
weeks  of  the  exhibit,  but  the  effort  paid 
off.  The  interest  was  such  that  the  enroll- 
ment in  physics  in  the  high  schools  of  the 
state  more  than  tripled  in  the  following 
year.  In  public  meeting  places,  social 
conversation  was  more  about  science  and 
the  atomic  age  than  about  the  weather. 
Since  Oklahoma  is  a  dry  state,  we 
do  not  celebrate  the  cocktail  hour, 
but,  if  we  had  cocktail  hour  con- 
versation and  if  it  were  the  measure 
of  interest,  the  age  of  science  was  beginning 
to  arrive. 

Working  with  the  Oklahoma  Curriculum 
Improvement  Association  and  supported  by 
educational  leaders  within  and  without  the 
state,  not  the  least  of  whom  was  our  own 
distinguished  panel  speaker,  Mr.  Lyle 
Spencer,  the  first  state-wide  testing  pro- 
gram in  high  school  science  subjects  was 
conducted.  Sixty-seven  thousand,  five  hun- 
dred students  took  them,  and  the  incidence 
of  absence  was  the  lowest  on  record  in 
the  Oklahoma  high  schools.  Over  seven 
thousand  young  people  of  exceptional  ability 
were    identified   and   the    Foundation   is    en- 
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couraging  each  of  them  to  develop  their 
talents  to  their  fullest  capacity.  Teachers 
reported  that  bright  boys  and  girls  who 
had  been  disciplimary  problems  had  gone 
to  work  and  had  found  new  outlets  for  their 
interest  and  ability.  Again  with  the  help  of 
Lyle  Spencer,  we  had  written  and  published 
a  little  booklet,  which  you  will  find  on  our 
display  panel,  "If  You  are  a  Person  of 
Talent,  How  do  You  Develop  It?"  The 
interest  in  improving  science  education  in 
our  schools  has  been  so  great  that  at  the 
beginning  of  the  school  session  this  month, 
the  front  page  story  on  The  Daily  Oklahoman 
read  as  follows:  "Boys  and  girls  reporting 
to  public  schools  for  the  1957-58  term  will 
be  taught  by  better  paid  and  better  trained 
teachers  than  ever  before  and  fewer  young- 
sters will  be  attending  high  schools  that  are 
too   tiny  to   conduct  an  adequate  program. " 

With  the  assistance  of  a  grant  from  the 
National  Science  Foundation  and  the  active 
interest  of  its  Director,  Dr.  Alan  Water- 
man, the  first  year-long  high  school  science 
teacher  training  institute  was  started  at 
Oklahoma  State  University  and  is  now  inits 
second  year.  Another  bold  experiment 
carried  on  by  the  Oklahoma  City  public 
schools  under  a  grant  from  the  Frontiers 
of  Science  Foundation  was  the  first  state- 
wide television  teaching  program  for  high 
school  mathematics  and  physics.  This  pro- 
gram is  beginning  its  second  year  and  is 
now  expanded  and  strengthened  by  a  sub- 
stantial   grant    from   the   Ford   Foundation. 

Careful  studies  have  been  made  by  some 
of  our  ablest  business  men  and  scientists 
to  identify  those  problems  of  public  policy 
to  which  science  could  make  its  greatest 
contribution  and  the  Foundation  has  spon- 
sored a  number  of  catalytic  type  con- 
ferences, bringing  experts  from  all  over 
the  state  together  to  establish  working 
relationships.  Some  of  the  schedules  for 
these  conferences  are  shown  on  our  dis- 
play panel.  This  activity  has  been  tremen- 
dously productive  and  has  provided  excellent 
opportunities  for  many  of  our  businessmen 
to  come  in  much  closer  contact  with  the 
experts  on  such  subjects  as  proper  map- 
ping, water  resources  development,  pollu- 
tion control,  electronic  data  processing, 
and  many  others  of  vital  effect  on  our  future. 

This  year,  in  the  celebration  of  our 
state's  fiftieth  anniversary,  we  have  added 
a  strong  intellectual  component  through  the 
bringing  to  Oklahoma  City  of  eight  leading 
scientists,  three  from  abroad,  for  an  all- 
day  seminar  in  our  Municipal  auditorium 
on    what    science    and  technology   can   con- 


tribute to  our  next  fifty  years.  One  of  these, 
Dr.  Guy  Suits,  of  the  General  Electric  Com- 
pany, will  represent  large  business  intalk- 
ing  with  you  this  afternoon.  A  total  of  be- 
tween four  and  five  thousand  people  spent 
time  in  the  Municipal  Auditorium  that  day  to 
hear  Dr.  Suits,  Dr.  Mervin Kelly,  President 
of  the  Bell  Telephone  Laboratories,  Dr. 
Vannevar  Bush,  and  other  leading  scientists 
help  us  set  our  goals  for  the  future.  Many 
small  and  large  business  men  spent  the 
whole  day  in  the  auditorium  and  a  large  num- 
ber  brought  their  wives  to  sit  beside  them. 

Following  up  this  seminar,  the  Founda- 
tion sponsored  at  the  America's  NewFron- 
tiers  Exposition  a  three  weeks' demonstra- 
tion, the  first  ever  especially  prepared  to 
show  basic  research  as  a  process  in  in- 
dustry and  in  universities.  Twelve  leading 
American  companies  and  our  two  Oklahoma 
universities  prepared  the  exhibits  and  the 
Foundation  underwrote  the  expense  of  the 
building  and  associated  facilities.  Almost 
a  quarter  of  a  million  citizens,  many  from 
small  business,  went  through  this  building 
to  see  this  demonstration  of  basic  research 
as  a  process.  During  the  three  weeks  it 
was  open,  some  of  our  leading  superin- 
tendents of  schools  and  college  teachers  of 
mathematics  and  physics  were  available  in 
a  large  room  set  up  for  special  counseling 
to  all  interested  men  and  women  for  in- 
dividual conferences  to  go  over  plans  for 
their  future  education  or  development.  Over 
two  thousand,  four  hundred  men  and  women 
availed  themselves  of  this  free  counseling 
service --another  first  in  this  ferment,  or 
movement,  called  "The  Frontiers  of 
Science"  in  Oklahoma. 

The  Foundation  has  assisted  each  of 
our  major  universities  in  acquiring  nuclear 
reactors  under  the  Atomic  Energy  Com- 
mission training  program.  The  first  of 
these  will  be  dedicated  on  October  31  at 
Oklahoma  State  University.  Many  other 
projects  could  be  mentioned,  but  I  must 
conclude.  One  final  one  I  should  not  over- 
look is  the  investigation,  financed  by  the 
Foundation  and  conducted  by  the  University 
of  Oklahoma,  looking  toward  the  establish- 
ment in  the  state  of  a  large  electronic 
computer  research  and  training  center.  It 
is  very  likely  that  this  center  will  be  under 
the  auspices  of  one  of  our  universities  and 
will  be  available  to  business,  large  and 
small,  as  well  as  to  the  research  staffs  of 
all  our  universities. 

Many  of  your  distinguished  speakers  have 
stressed  the  tremendous  importance  of  a 
vigorous,  sound  participation  in  our  national 
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growth  for  small  business.  My  purpose  is 
to  emphasize  the  establishment  of  the  kind 
of  framework  within  which  small  business, 
along  with  other  segments  of  our  society, 
can  participate  in  the  forward  march  of 
our  American  democracy.  We  hear  the 
scientists  talk  today  of  inertial  guidance, 
stabilized  platforms,  and  feed-back  control 
in  the  system  that  directs  the  giant  inter- 
continental missile.  The  generalist,  who 
serves  as  business  executive  in  large  or 
small  business  knows  there  is  some 
counterpart  for  each  of  these  in  the  ma- 
chine of  society.  There  is  an  inertia  of 
shared  values,  a  stabilization  of  common 
goals,  a  feed-back  of  individual  growth 
and  satisfaction  which  we  human  beings 
develop  from  the  give  and  take  of  living 
and  working  together.  Today,  we  enter 
the  new  era  of  science  with  a  system  of 
society  that  values  the  individual  as  such, 
welcomes  diversity,  as  well  as  conformity, 
and  thrives  on  individual  initiative.  We 
must  continue  to  seek  every  possible  frame- 
work within  which  the  interacting  factors 
which  affect  the  individual  can  continue  to 
produce  a  climate  of  confidence  in  which 
the  energies  of  millions  can  combine  for 
great  achievement.  We  have  learned  that 
if  we  make  more  things  and  make  them- 
cheaper,  everybody's  share  is  bigger;  that 
progress  comes  through  competition;  that, 
through  freedom,  the  individual  seizes  op- 
portunity to  pursue  his  own  well-being  and 
happiness;  that  the  dignity  of  the  individual 
is  a  precious  thing;  that  equality  of  op- 
portunity is  a  goal  to  be  sought;  and  the 
solutions  to  our  most  difficult  problems 
come  through  laying  them  before  the  larg- 
est number  of  able  minds.  Sometimes,  it  is 
difficult  for  the  small  business  man  to 
relate  these  precious  heritages  to  the 
treadmill  of  his  daily  requirements,  but  the 
relationship  is  there  and  in  this  new  age  of 
change,  research  and  development  must  be 
understood  and  used  as  the  tremendous 
power  which  it  is.  There  can  be  no  com- 
promise with  the  emerging  fact  that  greater 
and  greater  opportunities  lie  ahead  of  us, 
all  of  us,  through  deliberate  exploitation  of 
the  frontiers  of  scientific  research  and 
development.  This  is  the  new  frontier.  Small 
business  must  do  its  part  of  the  pioneering 
and  survive  as  it  conquers  and  tames  this 
new  frontier.  Group  effort  on  abroad  basis, 
within  a  frame  work  that  provides  under- 
standing as  a  guide  to  effective,  and  profi- 
table, action  is  a  new  area  to  which  the 
leader  of  small  business  must  increasingly 
divert  his  attention. 


Case  History:    Group  Effort  on  a  Regional 
Basis 

Richard  M.  Alt,  Director 

of  Research 
New  England  Mutual  Life 

Insurance  Company 
Boston,  Massachusetts 

Scientific  advances  may  well  proviae 
rocket  travel  to  the  moon  within  the  next 
century.  But  the  problem  for  the  pre- 
dominatly  small  business  structure  of  this 
country  is,  as  the  previous  speaker  has 
suggested,  one  of  understanding  and  utilizing 
technical  knowledge  presently  available.  I 
was  particularly  interested  in  the  bold  and 
imaginative  program  of  the  Frontiers  of 
Science  Foundation  of  Oklahoma  for  bringing 
science  to  small  business.  To  carry  further 
the  discussion  of  technical  assistance  to 
small  business  by  regional  groups,  I  should 
like  to  present  two  approaches  which  have 
been   used  in  the  New  England  region. 

The  first  approach  is  comparable  in  some 
respects  to  the  Oklahoma  program.  It  is 
an  educational  effort  by  private  regional 
associations  to  bring  to  business  men  in 
the  community  a  sharp  and  vivid  understand- 
ing of  the  technical  developments  which 
have  been  taking  place  and  to  showhowthese 
developments  can  be  applied  to  small  busi- 
nesses. I  shall  illustrate  this  by  describing 
the  program  of  our  six-state  regional 
organization,  the  New  England  Council. 

The  New  England  Council  has  sponsored 
annual  research  tours  for  industry  for  the 
past  eleven  years.  These  tours--which 
take  three  days --provide  New  England  busi- 
ness men  an  unusual  opportunity  to  obtain 
ideas  for  new  products,  to  view  research 
and  laboratory  activities,  and  to  see  new 
production  techniques.  Many  participants 
value  the  informal  conferences  with  re- 
search men  even  more  than  the  opportuni- 
ties for  plant  observation.  Typically,  a 
research  tour  is  made  up  of  perhaps  40  per 
cent  industrial  managers;  40  per  cent  di- 
rectors of  research  and  consultants;  and  the 
remainder,  representatives  of  financial 
houses,  the  press,  and  universities. 

This  week,  it  happens,  the  New  England 
Council  is  conducting  its  Eleventh  Annual 
Research  Tour.  This  morning,  for  example, 
the  party  is  scheduled  to  go  through  the 
plant  of  the  L.  S.  Starrett  Company,  preci- 
sion tool  manufacturers,  and  this  afternoon 
it  will  observe  the  manufacture  of  heavy 
forgings  of  aluminum,  magnesium,  steel, 
and  titanium  at  the  Wyman -Gordan  plant  in 
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Worcester.  Tonight  there  will  be  a  dis- 
cussion session,  "Opportunities  for  Im- 
proved Research  Management"  by  James 
Newman,  partner  in  the  consulting  firm  of 
Booz,  Allen,  and  Hamilton. 

In  addition  to  these  research  tours  the 
New  England  Council  has  held  a  series  of 
conferences  on  such  subjects  as  "Industrial 
Application  of  Electronics"  and  "Air  Power 
in  New  England."  These  conferences  have 
brought  to  New  England  business  men- 
small  as  well  as  big --authoritative  and 
up-to-date  explanations  of  the  status  of 
technology  and  product  development  in  many 
fields. 

A  second  approach  by  regional  groups  to 
the  technical  problems  of  small  business 
is  through  direct  assistance.  In  its  report 
on  small  business  published  in  1947  the 
Committee  for  Economic  Development  sug- 
gested: (1)  community  action  by  business 
men  to  assist  small  businesses,  and  (2) 
making  technical  services  available  to  small 
firms. 

The  Industrial  Bureau  of  the  Worcester 
Chamber  of  Commerce  combined  these 
objectives  by  establishing  a  small  staff  of 
full-time  consultants  to  work  directly  with 
the  business  men  of  the  community.  This 
was  in  1946.  The  Worcester  Industrial 
Bureau  has  continued  in  operation  and  has 
expanded  its  staff  to  four  consultants,  a 
manager,  and  three  secretaries.  It  now 
assists  small  business  men  on  plant  layout, 
equipment  methods ,  production  and  cost  c  on- 
trols ,  sales  planning,  transportation  and  real 
estate  matters.  In  some  cases  staff  consul- 
tants undertake  complete  jobs --usually  for 
small  companies-  -in  other  cases  they  mere- 
ly advise  as  to  general  lines  of  approach. 

There  is  no  fee  charged  to  the  companies 
for  whom  these  services  are  rendered.  It 
is     regarded    as    a  worth  while   community 


service.  The  benefit  returns  to  the  com- 
munity in  terms  of  stable  and  expanding 
employment.  This,  the  Worcester  Chamber 
believes,  is  a  way  of  industrial  development 
more  effective  than  the  usual  effort  to 
attract  new  firms  to  the  community. 

Another  program  for  direct  assistance 
to  small  business  is  found  in  Lawrence, 
Massachusetts.  Here  the  Chamber  of  Com- 
merce, as  an  alternative  to  setting  up  its 
own  technical  staff,  has  engaged  a  consult- 
ing firm,  Cambridge  Consultants,  Inc.,  to 
render  specialized  services  in  marketing, 
personnel  administration,  engineering,  pro- 
duction control,  applied  sciences,  and  qual- 
ity control.  As  in  Worcester  there  is  no 
charge  to  the  recipient;  the  chamber  pays 
the  consultant  a  regular  retainer.  The 
consulting  firm  acts  as  a  broker  drawing 
upon  professors  from  nearby  universities. 
In  general,  these  consultants  give  expert 
advice  on  the  single  problem  at  issue,  but 
make  no  attempt  at  comprehensive  surveys 
or  at  solutions  requiring  extensive  re- 
search. This  arrangement,  nonetheless, 
effectively  brings  the  results  of  science 
and  technology  to  the  small  firm.  Com- 
parable arrangements  have  been  set  up  by 
Chambers  of  Commerce  in  several  other 
New  England  cities. 

In  summary,  there  are  two  principal 
approaches  by  private  regional  groups  in 
bringing  technical  assistance  to  small  in- 
dustry. One  is  a  broad,  educational  effort 
to  acquaint  business  men,  chiefly  through 
conferences,  with  technical  developments. 
The  other  approach  is  that  of  providing 
technical  assistance  directly  to  small  busi- 
ness companies,  either  by  an  association's 
staff  or  by  use  of  consultants.  Bothmethods 
are  being  used  successfully  in  NewEngland 
and  are  to  be  regarded  as  desirable  and 
complementary  approaches. 


LARGE  BUSINESS  AS  A  SOURCE  OF 

TECHNICAL  ASSISTANCE  FOR  SMALL  BUSINESS 

C.  Guy  Suits 

Vice  President  and  Director  of  Research 

General  Electric  Company 
Schenectady,  New  York 


Large-scale  industrial  research  is  play- 
ing a  major  role  in  the  technological 
revolution.     Because    it    is     "large-scale" 


and  because  it  is  "industrial",  the  research 
I  will  discuss  today  has  several  unique 
values  that  produce  benefits  for  all  of  us. 


50 


Industrial  research  is  an  investment  in 
the  future  involving  long  term  risks.  A 
small  number  of  highly-productive  re- 
search ventures  must  carry  the  burden 
of  the  many  unsuccessful  scientific  ex- 
plorations that  are  necessary  to  insure 
that  hidden  opportunities  are  not  over- 
looked. The  financial  investment  required 
to  support  a  large-scale  research  program 
is  very  substantial,  the  risks  are  con- 
siderable, and  the  period  before  dividends 
are  declared  is  frequently  long.  Here  large 
companies  have  an  important  role  to  play. 
Possessing  the  necessary  physical,  eco- 
nomic and  human  resources,  and  with  a 
great  diversity  of  technological  interest, 
the  major  industries  have  the  unique  oppor- 
tunity to  support  the  risk-type  of  large- 
scale  research  effort  necessary  to  guar- 
antee continued  technological  progress.  All 
companies  get  very  substantial  benefits 
from  the  research  contributions  made 
possible  by  the  long-term  risks  of  large 
industry- -which  is  a  fact  of  industrial  life 
that  is  not  always  fully  understood  by  the 
American  public. 

A  second  unique  value  in  large-scale 
industrial  research  is  the  scope  of  this 
research  effort--the  breadth  and  depth  that 
result  from  the  mobilization  of  a  multi- 
plicity of  skills.  Going  hand  in  hand  with 
the  high  order  of  specialization  demanded 
by  our  increasingly  complex  technology  is 
the  need  for  a  team  effort.  An  all-out 
attack  on  a  major  research  problem--such 
as  these  man-made  diamonds,  for  example -- 
demands  teamwork  involving  many  highly 
specialized  skills;  m  this  case,  physicists 
skilled  in  experimental  work  at  extremely 
high  temperatures  and  pressures,  chemists 
familiar  with  the  kinetics  of  phase  trans- 
formation, specialists  in  crystal  structure, 
and  engineers  experienced  in  the  design 
and  construction  of  unusual  mechanical 
equipment.  Industrial  research  today  differs 
from  that  of  a  generation  or  so  ago.  The 
lone  inventor  in  his  solitary  laboratory, 
once  the  mainstay  of  technological  progress, 
is  now  supplemented  by  the  scientific  task- 
force  armed  with  the  elaborate  technical 
gear  required  for  an  all-out  attack  on  the 
complex  problems  of  modern  science.  Many 
schoolboys  know  that  Alfred  Nobel  invented 
dynamite,  but  it  is  not  so  easy  to  answer 
the  question,  "Who  invented  the  atomic 
bomb?" 

Another  reason  for  the  effectiveness  of 
large-scale  research,  covering  a  wide  range 
of  interests,  is  the  cross -fertilization  that 
takes  place  among  scientists  who  are  expert 


in  different  fields.  Each  scientist,  working 
in  his  own  field,  is  stimulated  by  his  con- 
tacts with  the  development  of  concepts, 
techniques  and  instrumentation  in  neigh- 
boring fields,  with  important  benefits  to  his 
own  progress  as  an  individual  researcher. 
Thus,  team  activity  triggers  a  chain-reac- 
tion of  ideas.  The  psychological  effect  of 
meeting  each  day  with  fellow  members  in 
the  broad  scientific  fraternity--in  an 
atmosphere  charged  with  the  adventurous 
spirit  of  research—breeds  creative  prog- 
ress. In  such  an  environment,  the  scientist 
has  readily  available  to  him  the  advice 
and  assistance  of  specialists  from  many 
fields.  An  electronics  research  man  needs 
a  special  alloy  or  a  new  ceramic  to  meet 
certain  critical  requirements;  he  makes  his 
wants  known  and  the  specialized  skills  of 
metallurgists  and  ceramists  are  at  his 
disposal,  together  with  the  appropriate 
technical  facilities.  A  solid-state  physicist 
encounters  a  problem  that  calls  for  the 
specialized  knowledge  of  the  physical  chem- 
ist, a  nuclear  physicist  has  a  problem  in 
high-frequency  circuits;  an  electrical  engi- 
neer encounters  problems  in  gas  dis - 
charges --examples  of  the  specialization 
and  multiple  skills  which  characterize 
modern  scientific  research. 

Also  among  the  assets  to  be  found  in 
large  industry  is  the  ability  to  make  heavy 
investments  in  research  facilities  for 
specialized  research  ventures.  At  our 
laboratory  we  have  a  building  that  is  more 
like  a  factory  than  a  laboratory  except  that 
its  production-size  equipment  is  devoted 
to  research.  Here  large  arcfurnaces,  ex- 
trusion presses,  and  rolling  mills  have  a 
low-use  factor  that  could  never  be  justified 
in  a  manufacturing  plant,  but  their  avail- 
ability is  vital  to  a  research  program 
aimed  at  finding  better  metal  and  ceramic 
materials  for  application  throughout  our 
company. 

The  ability  of  a  large  industrial  organiza- 
tion to  take  long-term  financial  risks  as- 
sures a  continuity  of  the  researchprogram. 
Research  is  not  like  a  water  faucet  that 
can  be  turned  off  and  on  at  will  to  satisfy 
an  immediate  need;  the  stream  of  new 
knowledge  must  be  kept  flowing  in  times  of 
feast  and  famine  or  we  will  lose  contact 
with  the  source  just  when  we  most  need 
nourishment. 

A  key  function  of  a  research  organization 
is  maintaining  contact  with  the  world  of 
science.  By  contributing  on  a  significant 
scale  to  the  body  of  science,  over  a  wide 
range    of    scientific     areas,    the    staff  of   a 
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large  industrial  laboratory  can  keep  its 
lines  of  communication  active  and  be  in  a 
position  to  obtain,  appraise,  and  use  new 
knowledge  developed  anywhere  in  the  world. 

Industrial  scientific  research  is  a  pri- 
mary source  of  growth  and  profitability 
in  modern  industry,  and  it  is  rapidly 
assuming  its  appropriate  functional  role 
along  with  the  older  industrial  functions 
such  as  engineering,  marketing,  and  manu- 
facturing. As  such,  the  scope  and  character 
of  research  are  determined  and  justified 
by  the  business  objectives  of  the  company 
it  serves.  In  what  way  then  does  the  com- 
prehensive research  program  of  the  large 
company  benefit  the  small  business  enter- 
prise? I  will  show  in  the  following  discus- 
sion that  this  benefit  consists  in  the  creation 
of  new  products,  new  markets,  and  new 
industries  with  widespread  industrial  par- 
ticipation. A  particularly  striking  example 
of  the  latter  will  be  presented  in  the  case 
history  to  follow  this  paper. 

I  have  discussed  the  unique  values  of 
large-scale  industrial  research  in  terms 
of  risk-taking,  scope,  team  effort,  cross- 
fertilization  of  ideas,  facilities,  continuity, 
communication  with  the  world  of  science, 
and  business  incentives.  All  of  thesevalues 
are  attained  without  sacrificing  the  ad- 
vantage of  operating  in  a  free  and  com- 
petitive manner.  Unlike  scientists  behind 
the  Iron  Curtain,  scientists  working  in  a 
free  society  have  the  reward  that  comes 
with  the  realization  that  their  work  is 
providing  people  with  more  of  the  things 
they  want  in  this  free  society. 

Industrial  research  must  obviously  be 
geared  to  the  business  it  serves;  we  are 
past  the  time  when  it  was  pursued  for  the 
glamour  of  science,  or  to  keep  up  with 
one's  industrial  neighbors.  In  our  own 
company,  expenditures  for  research  and 
development  in  some  years  have  been 
greater  than  the  company's  net  profits, 
and  thus  it  should  surprise  no  one  that  our 
380,000  shareowners  expect,  deserve,  and 
get  substantial  answers  to  the  "why"  and 
"how  much"  questions,  as  they  apply  to 
research. 

A  friend  of  mine  who  is  the  research 
director  of  a  well-known  company,  having 
heard  that  I  was  to  talk  here  today  about 
large  business  as  a  source  of  technical 
assistance  for  small  business,  told  me-- 
no  doubt  facetiously --that  he  had  a  sure- 
fire illustration  for  me  to  use.  He  said  that 
every  time  he  presents  his  researchbudget 
to  the  owners  and  managers  of  his  com- 
pany, somebody  comments,  "Sure  research 


is  a  good  thing,  but  doesn't  everybody-- 
including  our  competitors --get  as  much 
advantage  from  our  research  as  we  do?" 

This  is  an  important  comment  and  it 
concerns  a  key  aspect  of  industrial  scien- 
tific research.  It  is  an  admitted  fact  that 
others  do  benefit  from  your  research.  The 
sponsor,  however,  expects  his  research 
contribution  to  enable  him  to  be  "first" 
with  new  and  improved  products  and  thus 
to  broaden  his  opportunity  to  serve  his 
customers  and  to  deserve  an  adequate 
profit.  The  new  markets  thus  created  will 
not  be  served  by  a  single  company.  Typi- 
cally, a  new  market  is  an  opportunity  for 
widespread  participation  by  industrial  units 
large  and  small,  giving  full  play  to  the 
specialized  skills  of  the  supplier  of  mate- 
rials, components,  machinery,  and  equip- 
ment as  well  as  the  manufacturer  of  the 
complete  product  or  product  line.  This 
broadening  of  the  market  is  generally  of 
substantial  benefit  not  only  to  the  many 
participants  but  also  to  the  entrepreneur 
whose  research  initiated  the  opportunity. 

Fortunately,  science  is  a  plentiful  well; 
if  pumped  energetically--and  steadily--it 
can  fill  the  cup  of  the  pumper,  thereby 
enabling  him  to  continue  his  efforts,  and 
still  yield  abundant  benefits  for  others. 

The  results  of  research  sustain  the  per- 
forming company  by  providing  the  innova- 
tions that  make  possible  more  attractive 
values  for  customers.  Of  course,  the  prin- 
cipal objective  of  our  research  program  is 
to  "keep  ahead."  The  fact  of  the  matter  is, 
however,  that  we  must  worry  about  keeping 
up  as  well  as  keeping  ahead.  Technological 
progress  begins  in  many  sources,  and  no 
single  laboratory  or  group  of  laboratories 
can  expect  always  to  be  "first."  At  best, 
a  large-scale  research  program  can  give 
the  company  it  serves  a  series  of  transient 
opportunities  for  product  leadership.  But 
even  at  the  very  least,  the  supporting  com- 
pany should  expect  that  its  research  pro- 
gram will  appraise  new  scientific  discov- 
eries reported  throughout  the  world  of 
science  and  thus  help  the  company  better 
serve  the  wants  of  its  customers  in  a 
competitive  market. 

Professor  Sumner  Slichter  of  Harvard 
University  wrote  recently,  "The  strength 
of  competition  in  American  industry  will, 
to  an  increasing  extent,  be  determined  by 
the  scale  of  technological  research  and 
development.  Large  enterprises,  far  from 
being  a  menace,  will  to  a  growing  extent 
be  the  instruments  by  which  the  country  is 
given  the  benefit  of  large-scale  technologi- 
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cal  research  and  of  increasingly  vigorous 
competition." 

The  results  of  industrial  research  are 
widely  distributed  not  only  to  the  supporting 
company,  but  directly  and  indirectly  to  many 
others--in  the  case  of  our  company  to 
280,000  employees,  380,000  shareowners, 
42,000  vendors,  400,000  retailers,  countless 
other  businesses,  and  millions  of  cus- 
tomers. 

There  are  many  reasons  why  the  same 
research  and  development  effort  that 
benefits  our  own  company  and  our  cus- 
tomers also  benefits  other  businesses, 
particularly  small  businesses.  As  I  have 
indicated,  among  the  most  important  of 
these  reasons  is  the  fact  that  new  products 
created  by  large-scale  industrial  research 
almost  invariably  create  new  markets,  not 
only  for  the  company  that  supported  the 
research,  but  for  many  other  companies  as 
well.  I  would  like  now  to  cite  some  interest- 
ing case  histories  from  General  Electric 
experience. 

Earlier  in  my  remarks,  I  mentioned  the 
semiconductor  business,  which  was  born 
in  1950  and  will  probably  become  a  billion- 
dollar  business  by  1967.  Actually  the  in- 
dustrial impact  of  this  new  industry  is  not 
adequately  measured  by  one  billion  dollars. 
Semiconductor  devices,  as  new  and  versatile 
electronic  components,  have  stimulated  the 
growth  of  many  older  businesses  and  have 
created  entirely  new  ones.  Portable  radios 
and  communication  systems,  improved 
hearing  aids,  compact  computers,  automa- 
tion equipment,  improved  industrial  power 
conversion  equipment,  and  numerous  im- 
portant applications  to  weapon  technology 
are  among  the  products  which  have  been 
rejuvenated  or  have  been  born  by  virtue  of 
semiconductor  components. 

I  hasten  to  add  that  in  this  case  as  in 
many  others,  no  one  company  is  solely 
responsible  for  the  new  technology  which 
created  the  new  market  opportunities.  The 
invention  of  the  transistor  by  the  Bell 
Telephone  Laboratories  was  in  this  case  a 
key  contribution,  but  many  other  develop- 
ments--including  high  purity  germanium 
and  silicon,  the  semiconductor  diode,  and 
the  proliferation  of  transistor  types --have 
been  contributed  by  other  companies  in- 
cluding my  own. 

The  new  market  created  by  semicon- 
ductors and  related  products  thus  benefits 
the  sponsor  and  in  our  case  well  justifies 
our  research  and  development  expenditures 
in  this  field.  However,  the  broad_  participa- 
tion    in     the     new    market    is     a    corollary 


benefit  which  accrues  to  many  participants 
and  is  a  particularly  attractive  opportunity 
for  the  small  company,  many  of  which  have 
been  born  or  have  matured  in  this  new 
market. 

Another  good  example  is  the  fluorescent 
lamp  introduced  less  than  20  years  ago. 
Obviously,  fluorescent  lamps  themselves 
are  now  made  by  many  manufacturers,  and 
as  in  the  case  of  semiconductors,  there 
also  have  resulted  many  other  opportunities 
for  other  companies  in  related  fields:  our 
company  does  not  manufacture  fluorescent 
fixtures,  for  instance,  but  literally  scores 
of  companies  do,  and  most  of  these  are 
small,  with  less  than  500  employees.  In 
the  manufacture  of  fluorescent  lamps,  we 
purchase  services  and  materials  from 
hundreds  of  vendors.  Fluorescent  lamps 
also  have  meant  opportunities  for  thousands 
of  independent  dealers,  electrical  con- 
tractors, and  others  in  electrical  services 
trades. 

The  electrical  home  appliance  field  is 
one  in  which  the  development  of  a  new 
market  based  on  new  General  Electric 
technology  has  been  widely  shared  and 
extended  by  others.  I  recall  the  hermeti- 
cally-sealed refrigerator  unit,  which  in  the 
early  days  of  this  industry  added  basically 
to  the  reliability  of  this  device  and  cer- 
tainly promoted  its  acceptability  in  the 
home.  This  hermetic  technology,  developed 
by  General  Electric  in  the  late  1920's,  is 
presently  standard  practice  in  the  trade. 
The  early  electric  range  did  not  achieve 
acceptance  in  the  home  because  of  the  open 
coil  heaters  which  were  both  dangerous  and 
short  lived.  In  1918,  the  development,  by 
our  Research  Laboratory,  of  the  calrod 
heater--a  completely  sheathed,  long-lived 
unit- -was  a  basic  stimulant  to  this  industry 
in  which  so  many  companies  now  share. 
Sheathed  heaters  are  now  standard  in  home 
ranges  of  all  manufacturers. 

A  policy  of  being  a  good  "community 
neighbor"  allows  a  large  plant  to  contribute 
to  the  business  of  other  companies  in  the 
same  area.  General  Electric's  Appliance 
Control  Department  at  Morrison,  Illinois -- 
a  town  of  4,000  people--buys  from  1400 
firms,  and  780  of  these  are  within  150 
miles  of  Morrison.  In  Rome,  Georgia--a 
town  of  35,000--our  Medium  Transformer 
plant  buys  from  900  different  companies, 
450  of  them  nearby. 

Our  company  as  a  whole  spends  about 
two  billion  dollars  a  year  buying  the  goods 
and  skills  of  42,000  suppliers  across  the 
country.   Some   of  these  are  big  companies, 
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furnishing  us  with  complete  transportation 
service  or  vast  quantities  of  giant 
machinery,  but  90  per  cent  of  them  are 
small  businesses  offering  the  special  skills 

we  need. 

Once  again,  the  large  volume  of  our  pur- 
chases from  small  companies  can  be  traced 
directly  to  the  new  products  and  product 
innovations  wrought  by  large-scale  research 
and  development,  and  once  again  we  should 
remember  that  many  of  the  fruits  of  our 
research  must--of  necessity--be  given  to 
our  suppliers  so  that  we,  and  they,  can 
profit  by  putting  the  results  of  research 
into  actual  practice,  improving  the  value 
of  what  is  being  produced. 

There  are  many  other  ways  in  which 
large  industrial  research  aids  small  busi- 
ness. Patents  and  the  licensing  of  ideas 
generated  in  large  laboratories  give  profit 
opportunities  to  thousands  of  businesses-- 
and  jobs  to  millions  of  men  and  women. 

Of  all  the  ways  in  which  large-scale 
research  benefits  small  business ,  perhaps 
the  most  important  is  through  the  creation 
and  diffusion  of  scientific  knowledge--the 
contributions  of  our  scientists  to  the  "world 
of  science"  from  which  everyone  now,  and 
in  the  future,  can  benefit. 

Two-thirds  of  the  research  and  develop- 
ment in  America  today  is  being  undertaken 
by  private  industry--a  major  shift  in  the 
balance  of  research  effort  since  the  days 
a  few  decades  ago  when  university  labora- 
tories and  laboratories  of  individual  scien- 
tists accounted  for  most  of  it.  The  National 
Science  Foundation  has  observed  that  only 
10  per  cent  of  small  manufacturers  (with 
less  than  500  employees)  have  a  research 
program,  but  nearly  95  per  cent  of  manu- 
facturers with  over  5,000  employees  have 
a  research  program.  The  large  companies, 
although  they  account  for  only  40  per  cent 
of  manufacturing  employment,  do  72  per 
cent  of  all  industrial  research  and  develop- 
ment. 

All  scientific  progress  is  based  on  pub- 
lished scientific  knowledge  assembled  from 
sources  throughout  the  w  o  r  1  d--' 'world 
science".  Thus  all  scientists  and  nearly 
all  of  their  sponsors  feel  an  obligation  to 
contribute  to  the  pool  from  which  so  much 
sustenance  is  drawn.  Most  industries  today 
recognize  the  reciprocal  advantages  of 
prompt  publications  of  research  results. 

Scientists  and  engineers  at  our  company, 
for  example,  have  published  some  4000 
papers  during  the  past  ten  years.  Large- 
scale  industrial  research  also  makes  im- 
portant contributions  to  the  world  of  science 


through  the  participation  of  its  representa- 
tives in  technical  meetings,  by  training 
personnel  for  scientific  work  in  many 
places --including  small  business—and  in 
countless  informal  ways. 

The  existence  of  the  huge  pool  of  knowl- 
edge that  I  have  called  the  "world  of 
science"  offers  great  hope  and  great  chal- 
lenge to  small  business.  Here  is  a  founda- 
tion of  "free"  information  on  which  to 
extend  present  technology  and  build  innova- 
tions. Frankly,  the  principal  cost  of  this 
information  is  the  cost  of  learning  how  to 
understand  and  use  it.  Small  business  must 
make  an  investment  in  this  world  of  science, 
if  not  by  contributing  to  it,  at  least  by 
participating  in  it,  and  at  the  very  least,  by 
keeping  in  touch  with  it  and  appraising  its 
opportunities. 

For  the  small  business,  there  are  several 
available  methods  of  tapping  the  world  of 
science,  methods  that  have  proved  highly 
useful  to  various  small  companies  under 
varying  circumstances.  Where  its  tech- 
nological needs  are  limitedto  a  well-defined 
area  of  science,  the  small  business  should 
consider  having  its  own  scientific  staff. 
Even  a  one-man  staff,  with  the  right  man 
trained  in  the  right  area,  can  make  a 
significant  contribution  through  its  own 
work,  by  keeping  up  with  the  pertinent 
technical  literature,  and  by  attending  and 
interpreting  the  important  work  being  pre- 
sented at  technical  meetings  and  con- 
ferences. Where  its  technical  needs  are  in 
several  well-defined  areas  of  science,  and 
where  there  is  a  degree  of  coherence 
between  them,  a  small  business  can  con- 
sider creating  a  suitable  research  staff 
of  its  own.  Alternatively,  the  small  com- 
pany may  employ  part-time  technical  and 
scientific  consultants  from  competent 
nearby  colleges,  and  may  supplement  such 
consultation  by  actual  project  research 
work  on  a  contract  basis.  Industrial  re- 
search institutes  provide  a  particularly 
good  opportunity  for  the  small  company  to 
contract  for  its  research  program  or 
supplement  one  already  in  place.  The  fact 
that  these  research  institutes  are  growing 
in  size,  number,  diversity,  and  compe- 
tence is  evidence  of  the  increasing  use 
that  business,  large  and  small,  is  making 
of  this  method  of  pursuing  its  research 
needs.  The  research  institute  can  be  of 
special  value  to  the  company  whose  prod- 
ucts or  services  are  related  to  widely- 
diversified  areas  of  science.  Research 
institutes  offer  to  small  companies  their 
most    efficient   and    least    expensive   means 
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of  keeping  up  with  the  world  of  modern 
science,  including  the  extensive  contribu- 
tions to  the  over-all  pool  of  knowledge 
that  are  made  by  large-scale  industrial 
research. 

And,  of  course,  there  is  the  technical 
know-how  which  one  business  can  get 
directly  from  another  business-  Large 
companies  that  sell  materials  can  make 
available- -and  want  to  make  available -- 
extensive  scientific  knowledge  about  the 
application  of  these  materials.  Large  com- 
panies which  buy  parts  and  services  from 
small  companies  can  make  available --and 
want  to  make  available --technical  help, 
scientific  advice,  and  value-analysis  pro- 
grams that  will  be  good  business  for  both 
buyer  and  seller. 

A  variety  of  forces  and  circumstances 
are  li  m  i  t  ing  —  even  endangering- -our 
nation's  technological  progress.  It  seems 
to  me  this  conference  should  consider 
seven  specific  things  that  need  to  be  done 
to  insure  the  continuation  of  the  benefits 
of  large-scale  industrial  research.  I  believe 
that  all  seven  of  these  items  are  at  least 
as  important  to  small  business  as  they  are 
to  large  business. 

First,  to  insure  continuation  of  the  bene- 
fits of  research,  we  must  build  up  the 
nation's  supply  of  adequate  technical  man- 
power. Engineers  and  scientists  obviously 
hold  the  key  to  our  nation's  progress  in 
this  swift-moving  age.  Industry,  large  and 
small,  can  do  much  to  solve  the  shortage  of 
technically -trained  people.  Working  with 
schools,  we  businessmen  can  take  an  active 
role  in  encouraging  young  people  to  further 
their  studies,  and  to  explore  their  technical 
aptitudes  and  interests.  We  can  awaken 
students  to  future  opportunities,  provide 
tangible  career-guidance  material,  help 
teachers  become  even  more  effective,  and 
provide  financial  assistance  to  colleges  in 
several  ways,  including  that  of  helping  our 
employees  repay  their  alma  maters  for 
their  education.  Within  our  own  companies -- 
regardless  of  size--we  can  give  our  men 
and  women  opportunities  to  acquire  new 
skills,  encourage  them  to  continue  their 
education  by  establishing  cooperative  pro- 
grams with  nearby  schools  and  colleges, 
and  provide  opportunities  for  professional 
training  and  development. 

Second,  to  insure  continuation  of  the 
benefits  of  r  e  s  e  a  r  c  h--particularly  the 
benefits  to  small  business --we  must  re- 
juvenate our  patent  system.  There  is  need 
for  a  more  sympathetic  attitude  on  the 
part     of     the     courts     toward    the    original 


concepts  and  philosophy  upon  which  the 
patent  system  is  based.  We  must  recognize 
that  the  inventor  who  provides  previously 
unknown  ideas,  machines,  and  processes 
definitely  contributes  to  the  progress  of 
our  social  structure.  There  also  is  need 
for  improving  the  facilities  of  the  United 
States  Patent  Office  for  determining  whether 
the  inventions  submitted  for  patenting  are 
new  or  old.  It  is  apparent  that  the  Patent 
Office,  in  common  with  other  components 
of  our  technical  society,  threatens  to  be 
overwhelmed  by  its  inability  to  accumulate, 
classify,  and  search--as  its  responsibilities 
require--the  growing  mass  of  technical 
literature,  including  its  own,  within  a  rea- 
sonable time. 

Third,  to  insure  continuation  of  the  bene- 
fits of  research  we  must  develop  new  ideas 
about  scientific  advances  and  how  they  are 
produced.  We  need  greater  understanding 
of  scientific  and  technical  specialization 
and  their  relationship  to  team  effort.  We 
must  recognize,  in  our  developing  manage- 
ment concepts,  the  basic  character  of 
creative  technical  work,  and  must  provide 
the  incentives  which  stimulate  productive 
effort. 

Fourth,  we  must  create  a  better  under- 
standing among  our  citizens  of  the  neces- 
sary relationship  between  profit  and 
progress.  Research  is  a  high-risk  business 
investment  and  a  very  costly  one.  It  is 
unrealistic  to  assume  that  the  research 
activity  of  private  industry  can  be  geared 
to  the  demands  of  technological  progress 
without  consideration  of  adequate  profits  -- 
demands  which  provide  the  incentive  for 
research  and  literally  make  it  possible. 
Adequate  profits  give  us  the  opportunity 
to  maintain  the  cycle  of  technological 
progress:  research—new  products--jobs-- 
sales--and  the  profits  that  permit  the  cycle 
to  start  again.  We  must  reaffirm  to  people 
everywhere  the  basic  American  belief  that 
profit,  instead  of  being  something  "left 
over,"  is  an  integral  element  of  the  growth 
of  our  nation  and  our  society. 

Fifth,  to  insure  continuation  of  the  bene- 
fits of  research  we  must  create  a  greater 
understanding,  principally  on  the  part  of 
management  and  employees,  of  the  sig- 
nificance of  new  processes  and  new  prod- 
ucts. The  human  trait  of  "resistance  to 
change"  has  kept  people  in  some  parts  of 
the  world  literally  in  the  dark  ages.  Even 
in  America,  individual  unwillingness  to 
accept  the  temporary  "inconvenience"  as- 
sociated with  innovation  is  a  major  deter- 
rent  to  insuring  our  defense  and  improving 
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our  living  standards.  Obviously,  I  am  not 
suggesting  that  everything  that  is  new  is 
necessarily  good,  nor  that  all  of  the  results 
of  modern  scientific  research  will  yield 
immediate  improvements  in  our  products 
or  our  way  of  living.  However,  it  is  essen- 
tial that  we  all  contribute  to  an  atmosphere 
in  which  new  things  can  be  evaluated 
objectively,  without  fear  of  changes  simply 
because  they  are  changes. 

Sixth,  to  assure  continuation  of  the  bene- 
fits of  research  we  must  continue  to  urge 
that  a  greater  proportion  of  the  nation's 
total  research  effort  be  done  by  industry-- 
large  and  small--and  that  the  government's 
research  be  administered  in  a  way  that 
stimulates  the  progress,  vitality,  and  in- 
dependence of  business.  Even  in  the 
national  defense  area,  private  industry 
would  be  willing  and  able  to  finance  a 
greater  proportion  of  the  needed  research 
and  development- -if  the  procurement  poli- 
cies were  to  provide  the  same  profit 
incentives  that  over  the  years  have  been 
so  magnificently  productive  in  the  civilian 
economy.  With  research  and  innovation 
assuming  such  a  tremendously  important 
role  in  the  nation's  economy,  these  elements 
should  most  certainly  be  kept  within  the 
framework  of  the  free  enterprise  system. 

Seventh,  and  last,  to  insure  continuation 
of  the  benefits  of  research  we  must  estab- 
lish a  climate  of  informed  public  opinion 
which  recognizes  the  political  and  economic 
conditions  necessary  for  encouraging  the 
expansion  of  industrial  technology. 

The  public  as  a  whole  must  recognize 
the  importance  of  large-scale  industrial 
research  and  its  proper  role  in  our  econ- 
omy. Government  must  not  let  an  emotional 
fear  of  "big  business"  reduce  or  destroy 
the  contributions  that  such  research  can 
make  to  the  nation's  welfare  and  defense. 
The  management  of  all  American  industry 
must  recognize  the  importance  of  support- 
ing the  kind  of  fundamental  science  that 
provides  us  with  basic  new  understanding 
about  the  world  in  which  we  live.  And 
small  business  must  recognize  and  take 
advantage  of  the  countless  opportunities 
being  made  available  by  large-scale  in- 
dustrial research  operating  in  a  free 
society. 

The  opportunities  presented  by  today's 
"technological  revolution"  are  so  chal- 
lenging that  America  needs  the  full  range 
of  her  industrial  resources,  large  and 
small,  each  company  doing  what  it  can  do 
best,  and  each  drawing  strength  from  the 
other. 


Case  History:    Building  A  New  Business 
Via  The  Patent  License 
Route 

Robert  W.  Olson,  Vice 

President 
Research  and  Engineering 
Texas  Instruments,  Lie. 
Dallas,  Texas 

The  report  I  am  about  to  give  is  a  few 
highlights  of  case-history-type  material 
from  two  actual  cases  we  have  handled  at 
Texas  Instruments: 

First,  a  relatively  simple  digital  data 
handling  system. 

Second,  the  transistor. 

In  19  30  we  started  seismic  prospecting 
under  contract  to  oil  companies  under  the 
name  of  Geophysical  Services,  Inc.,  com- 
monly known  as  GSI.  The  founders  started 
with  small  personal  resources  typical  of 
young  scientists  and  engineers.  Ourbillings 
were  very  small. 

No  equipment  was  available,  so  from  the 
outset  the  company  built  its  own  as  a  nec- 
essary adjunct  to  exploring  for  oil. 

The  present  management,  one  of  the 
founders  plus  a  few  old  employees,  acquired 
the  company  on  December  6,  1941,  and 
very  shortly  thereafter  formed  plans  to 
broaden  its  activity  for  a  greater  utiliza- 
tion of  the  skills  developed  in  making  its 
own  equipment.  In  short,  it  was  decided 
to  develop  a  manufacturing  business.  Our 
equipment--a  complex  electromechanical 
data  handling  system--employed  several 
hundred  vacuum  tubes  and  much  attendant 
gimmickry  in  fairly  intricate  circuits  of  ex- 
tremely c  los  e  toleranc  es .  Thus  it  was  a  rel- 
atively easy  jump  from  this  equipment  into 
military  electronics  during  the  war. 

After  the  war,  we  decided  to  stay  in  the 
military  electronics  business,  and  by  1951, 
we  were  searching  vigorously  for  other 
products. 

Oil,  in  the  normally  perverse  nature  of 
such  phenomena,  is  found  in  most  inac- 
cessible places.  Thus,  more  often  than  not, 
seismic  equipment  had  to  be  portable. 
Size,  weight  and  power  drain  were  related 
directly     to    the    success     of    explorations. 

Perhaps  our  acute  and  long-standing 
awareness  of  the  virtues  of  small  size, 
weight  and  power  drain,  plus  the  immedi- 
ately obvious  interest  of  the  military- - 
which  was  our  other  principal  customer- - 
made  us  unusually  sensitive  to  the  still 
largely  potential  virtues  of  transistors. 

At  any  rate,  our  management  decided  to 
investigate,     and     during     the     summer    of 
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1951  we  approached  Western  Electric  for 
a  license  to  manufacture  transistors. 

A  few  years  later,  still  searching  for 
new  products,  we  acquired  another  patent 
license  for  a  simple  digital  data  handling 
system  from  another  large  company.  I 
will  discuss  this  case  first. 

The  figures  are  actual,  to  date,  from 
our  written  plan  for  the  future.  The  data 
handling  system  is  a  new  product  in  a  di- 
vision with  an  already-established  product 
line.  The  new  product  operation  involved 
is  small  in  comparison  to  our  transistor 
operation,  but  it  affords  a  vivid  illustra- 
tion. 

By  the  end  of  the  first  year  we  had 
$47,000  in  engineering  expense  invested  in 
the  undertaking,  plus  $7,000  in  capital 
equipment,  with  no  billings  to  offset  any 
part  of  this  total.  Up  to  this  point  there 
had  been  no  allocated  general  administra- 
tive overhead  charged. 

It  is  appropriate  to  mention  here  that 
morale  in  the  older  parts  of  the  division 
was  very  much  in  jeopardy  at  this  stage 
of  the  undertaking,  because  management-- 
and  this  is  especially  true  of  a  small 
organization—must  concern  itself  so  much 
with  the  new  line  that  people  in  the  older 
operations  feel  themselves  of  reduced  im- 
portance with  resultant  suffering  to  their 
egos.  In  reality  they  never  are  of  greater 
importance  than  at  such  a  period,  nor  do 
they  ever  enjoy  such  autonomy.  The  es- 
tablished parts  of  the  business  must  con- 
tinue to  function  successfully  to  support 
the  new  business. 

In  the  second  year,  our  figures  look  like 
this: 

Enginee ring $81,400 

Lump  sum  patent  expense 
Pilot  models   &  samples 

Marketing 25,000 

General  Overhead _      3,000 


Total 


Capital  Equipment 


$109,400 
$11,300 


At  this  point  we  have  had  expenses  of 
$154,000  plus  $18,700  for  capital  equip- 
ment invested  in  the  operation,  or  a  total 
of  $172,800  in  a  project  of  modest  size 
with  as  yet  very  little  real  business  to 
show  for  it. 

Under  exceptionally  good  circumstances, 
we    might    start    to    break   even,   month   by 


month,  toward  the  end  of  the  third  year.  But 
we  will  not  be  out  of  trouble,  even  then. 
We  expect  to  have  spent  an  additional 
$265,000. 

Furthermore,  service--not  yet  esti- 
mated—to the  new  customers  will  be  ter- 
ribly    costly     but    essential    at    this    time. 

Thus,  after  nearly  three  years --three 
frantic  years --we  will  have  incurred  a 
total  cost  of  $438,000  and  will  have  billed 
perhaps  $150,000,  about  half  of  which  is 
still  in  memo  billings  subject  to  completion 
of  extensive  field  tests. 

We  enter  the  fourth  year,  then,  with  net 
expenses  of  $288,000  to  be  recovered, 
offset   by  about  $35,000  worth  of  inventory. 

In  the  fourth  year,  we  estimate  that  we 
will  bill  about  $425,000,  on  which  we  hope 
to  gross  $55,900.  Beyond  that,  if  we  are 
successful,  the  project  will  be  a  good 
money-maker  on  a  modest  scale.  But  this 
is  nearly  five  years  later  and  by  then 
we  will  face  obsolescence  and  redesign. 

This  is  an  interesting  case--probably 
typical  of  good  patent  license  deals  between 
bigger  companies  and  smaller  companies. 
It  looks  to  us  as  though  we  can  develop 
about  a  million  dollars  a  year  worth  of 
profitable  business  and  that  the  project 
could  well  lead  us  into  other  interesting 
business.  Perhaps,  typically,  the  licensor 
looks  very  much  like  a  good  customer. 

This  brings  us  to  the  Texas  Instruments 
transistor  case.  I'm  sure  that  this  is  not 
typical.  Rather,  it  is  an  outstandingly  suc- 
cessful case  of  growing  a  successful  small 
business  from  a  patent  license  seed  and 
making    it    a    very    much   larger   business. 

Western  Electric,  primarily  through 
Bell  Laboratories,  gave  us,  at  very  modest 
cost,  the  technology  to  start  in  the  semi- 
conductor business.  The  information  was 
presented  far  more  vividly  and  expertly 
than  any  consideration  of  ethics,  laws  de- 
fense or  any  other  factor,  would  require. 

At  this  point,  however,  our  case  history 
must  broaden.  This  superb--and  probably 
unmatched- -technical  presentation  has  been 
made  to  at  least  60  companies. 

The  point  I  wish  to  make  is  that  a  patent 
license  is  not  completed  engineering,  it 
is  only  the  start.  The  licensee  must  be 
able  to  go  on  vigorously  from  that  point 
by  himself. 

Expectation  of  overprolonged  spoon-feed- 
ing is  deadly.  The  licensor  company  has 
his  own  problems.  He  can't  care  for  some 
one  else  to  his  own  detriment. 

Texas  Instruments,  after  its  entry  to  the 
semiconductor    business,    put    forth    a   truly 
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prodigious  effort  to  make  a  success  in  its 
newly-chosen  field  of  endeavor.  We  spent 
literally  piles  of  money--less,  however,  than 
we  had  planned.  More  correctly,  I  probably 
should  say  that  we  got  sizable  income  in  the 
field  earlier  than  we  had  anticipated.  Even 
so,  it  was  several  years  before  we  succeeded 
in  getting  into  the  black,  after  which  we 
found  ourselves  with  very  substantial  en- 
gineering costs  to  be  recovered. 

Now,  however,  we  have  a  very  substan- 
tial business  where  none  existed  as  re- 
cently as  early  1953. 

The  conclusion  to  be  drawn  from  our  ex- 
perience is  this:  There  is  abundant  help 
to  be  had  by  the  small  company  from  the 
large  company,  even  the  possibility  of 
quickly  developing  a  rather  large  business, 
but  the  small  company  must  be  prepared 
and  highly  competent.  This  involves,  as 
a  minimum,  the  following: 

A.  A  solid  technical  staff  in  being 

B.  A  sound  organization  on  whichtogrow 

1.  Engineering 

2.  Marketing 

3.  Manufacturing 

C.  Financial  strength 

The  recipient  organization,  in  order  to 
utilize  the  patent  license,  will  need,  first 
of  all,  one  outstanding  engineer  or  scientist 
as  the  project  leader.  The  characteristics 
of  this  man,  the  key  figure  in  the  entire 
undertaking,  must  include  at  least  the  fol- 
lowing: 

1.  Technical  ability  sufficient  to  gain 
and  hold  the  full  respect  of  the 
licensor  organization's  technical 
staff 

2.  Competence  which  has  brought  him 
the  full  confidence  of  his  owncom- 
pany's  management—a  confidence 
based,  almost  always,  on  his  own 
successful  completion  of  more  than 
one  important  technical  project. 

3.  Business  ability,  since  itis  logical 
to  assume  that  he  may  "graduate" 
from  engineering  to  management, 
should  his  company  be  successful 
in  building  a  business  around  its 
patent  license. 

I  might  add  at  this  point  that  the  project 
leader  must  himself  possess,  and  must  be 
able  to  project  throughout  the  staff  and 
organization,  a  spirit  of  complete  dedica- 
tion to  the  new  project  which  will  persist 
throughout  the  difficult  and  frustrating 
periods  which  lie  ahead.  The  possession 
of  this  esprit  de  corps  is  of  paramount 
importance.  In  simplest  terms,  he  must 
have    the     guts     himself,     and  must    inspire 


his  organization  to  work  days,  nights  and 
Sundays,  not  occasionally  but  for  months, 
even  years.  They  must  all  visualize,  vividly, 
the  main  chance  ahead  of  them. 

But  to  return  to  our  ABC's  and  my  first 
point,  which  was  the  need  for  a  strong  tech- 
nical organization  by  the  licensee.  This 
strength  must,  first  of  all,  be  sufficient 
so  that  removal  of  an  outstanding  man 
possessing  the  characteristics  required 
in  such  a  project  leader  will  in  no  manner 
appreciably  deteriorate  the  continued  suc- 
cessful functioning  of  the  company  itself. 
This  is  of  vital  importance,  inasmuch  as 
the  company  will  have  to  provide  the  funds 
to  finance  and  exploit  any  important  new 
field  opened  by  the  patent  license. 

Let  me  emphasize  right  here  that  the 
new  project  leader  must  be  relieved,  ab- 
solutely, completely  and  irrevocably,  of 
all  his  former  duties,  since  he  will  be, 
literally  and  figuratively,  up  to  his  very 
ears     in  the   problems    of  his    new  project. 

His  former  job  must  be  filled  by  an  ex- 
tremely competent  "comer"  who,  in  order 
to  prove  himself  in  his  broadened  op- 
portunity, will  completely  shield  the  pat- 
ent-license-project-leader from  any  and 
all  carry-over  from  his  former  job. 

Failure  in  either  of  these  respects,  I 
believe,  is  almost  sure  to  doom  the  proj- 
ect. 

Consider  now  the  need  for  strength  of 
organization  in  aspects  other  than  the 
technical.  Presumably  there  is  but  one 
reason  for  a  company  to  take  on  a  patent 
license--to  gain  new  business. 

In  this  case,  changes  of  considerable 
scope  will  be  required  in  engineering, 
marketing  and  finance. 

And  again  I  must  caution  that  these 
changes  must  be  effected  in  a  manner  which 
will  not  reduce  the  effectiveness  of  the 
company. 

Unless  the  patent  license  is  in  an  ex- 
tremely simple  field  of  technology  it  will 
require  disproportionately  heavy  engineer- 
ing forces  in  addition  to  that  paragon 
among  supermen,  the  project  leader.  And 
be  it  remembered  that  this  burden,  too, 
must  be  successfully  assumed  without 
jeopardizing  the  effectiveness  of  the  com- 
pany's regular  engineering  organization. 

Secondly—and  this  is  placed  in  second 
order  only  because  our  primary  concen- 
tration in  this  meeting  is  with  the  technical 
side  of  the  program—one  must  consider 
marketing. 

Even  before  negotiations  for  the  license 
are    undertaken,    the    company    must    have 
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assured   itself  that  a  suitable  market  could 
be  generated  for  the  newly-licensed  product. 

If  the  resultant  product  does  not  fit 
readily  into  the  company's  existing  product 
line,  some  rather  significant  changes  will 
be    required   in   its  marketing  organization. 

When  entering  a  new  field  by  the  patent 
license  route,  it  is  vitally  important  that 
the  marketing  effort  develop  the  maximum 
early  deliveries.  If  for  no  other  reason, 
this  is  urgent  because  of  the  morale  factor 
within  the  organization. 

An  unusually  high  degree  of  understand- 
ing, enthusiasm  and  forebearance  will  be 
required  of  the  marketing  people  during 
the  early  stages  of  product  delivery.  Man- 
ufacturing difficulties,  frequently  rooted  in 
engineering  problems,  will  lead  to  delivery 
schedules  which  are  anything  but  smooth. 
Customer  satisfaction  will  be  most  difficult 
to  achieve,  to  put  it  mildly. 

In  the  manufacturing  area,  too,  people  of 
the  very  highest  competence  will  be  needed. 
In  fact,  it  is  highly  probable  that  entirely 
new  techniques  will  be  required.  At  Texas 
Instruments  we  found  it  best  to  set  up  a 
completely  new  integrated  division  for  the 
operation  as  quickly  as  anything  resembling 
a  business  operation  had  developed.  And 
we  did,  indeed,  graduate  our  Engineer 
Project  Leader  from  Engineering  to  Man- 
agement. 

Texas  Instruments,  starting  with  the  Bell 
System  patent  license  in  1952,  planned 
from  the  outset  to  be  a  large  producer  of 
transistors.  Our  success  to  date  can  be 
traced,  not  only  to  our  having  met  the  re- 
quirements I  have  outlined  here,  but  even 
more  importantly  to  two  outstanding  events 
which  are  the  result  of  having  developed 
quickly  expertness  of  our  own. 

First,  the  development  of  silicon  tran- 
sistors--not  the  technical  demonstration 
of  the  feasibility  of  making  silicon  tran- 
sistors (undoubtedly  several  laboratories 
built  "onesies"  and  "twosies"  before  we 
did) --but  the  commercial  development  of 
silicon  transistors  in  large  volume.  This 
we  did  in  the  Spring  of  1954.  It  was  a  real 
breakthrough.  It  was  over  two  years  before 
we  had  any  effective  competition  in  silicon 
transistors. 

Second,  the  commercial  development  and 
supply  in  quantity  of  radio  transistors  in 
the  Fall  of  1954.  This  introduced  transistors 
into  the  consumer  market. 

Both  these  events  qualify  as  break- 
throughs. They  were  not  merely  technical 
breakthroughs --others  had  laboratory 
models    before    us.    They   were  commercial 


breakthroughs,  combining  research  engi- 
neering, manufacturing  and  marketing.  They 
moved  the  whole  transistor  business  ahead 
by  two  years . 

Although  not  generally  appreciated  at  the 
time,  these  products  were  to  give  us  the 
largest  dollar  volume  in  the  business;  a 
lead  which  we  still  have  and  are  still 
broadening. 

Here,  then,  is  a  most  spectacular  ex- 
ample of  what  a  small  company  can  do, 
starting  from  a  seed  of  technology  avail- 
able from  a  larger  company,  under  patent 
licensing--a  business  grossing  several 
million  dollars  a  month  where  none  existed 
five  years  ago. 


Case  History: 


Large  Business  and  Its  Re- 
lationship with  Small 
Business* 

John  Forney  Rudy 
The  Goodyear  Tire  &  Rub- 
ber Co. 
Chemical  Division 
Akron,  Ohio 


The  Chemical  Division  of  the  Goodyear 
Tire  &  Rubber  Company  manufactures  and 
sells  high  polymer  resins,  rubbers,  and 
latices.  These  organically-derived  mate- 
rials are  "basic"  or  "raw"  materials 
used  by  five  major  industries:  paint,  paper, 
textile,  plastics,  and  rubber. 

Technical  complexities  involved  in  the 
use  of  these  chemical  materials  make 
competent  technical  assistance  by  Goodyear 
an  essential  condition  of  sale.  To  create 
new  markets  or  develop  existing  ones,  it 
is  frequently  necessary  to  conduct  develop- 
ment work  for  a  potential  customer  to 
prove  the  feasibility  and  the  merit  of  using 
the  Goodyear  material. 

Engineering  work  done  in  the  field  by 
technical  sales  representatives,  and  com- 
plementary work  done  in  Akron  laboratories 
are  services  rendered  in  anticipation  of 
ultimate  sales.  Thus,  the  extent  of  service 
provided  is  tempered  by  an  intelligent 
estimate  of  the  potential  sales  that  may 
ultimately  be  realized. 

In  a  general  way,  a  paradox  exists  here. 
For  in  the  majority  of  cases,  accounts 
representing  the  largest  potential  for  Good- 
year materials  are  also  the  ones  having 
facilities  capable  of  performing  the  neces- 
sary development  work.  Smaller  companies, 
representing      a   lower    sales  potential,  are 


*Not  presented  orally  during  the  Conference  program. 
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sometimes  limited  in  the  facilities  and  per- 
sonnel available  for  development,  thus  must 
rely  partially  upon  service  rendered  by 
raw  material   suppliers    such  as  Goodyear. 

A  case  in  point  is  the  F.  D.  Farnam 
Company  of  Chicago,  Illinois,  a  customer 
for  synthetic  latex. 

The  company  was  founded  in  1917  by 
F.  D.  Farnam  as  a  jobbing  and  distributing 
house  for  packing  and  insulating  materials. 
In  1930  they  first  started  doing  some  of  their 
own  manufacturing.  Today  the  company  is 
managed  by  the  sons  of  the  founder  and 
has  achieved  an  outstanding  reputation  as  a 
supplier  of  nonmetallic  gaskets  of  many 
descriptions.  The  company  currently  em- 
ploys 170  workers  and  has  a  capitalization 
approaching  one  million  dollars. 

For  many  years,  glue -glycerine  sized 
papers  were  a  mainstay  of  Farnam's  gasket 
production.  About  1946,  however,  the  com- 
pany began  investigating  the  possibility  of 
combining  rubber,  in  the  form  of  latex, 
with  the  paper  fibers  in  order  to  add 
resiliency   and  increase   gasket   efficiency. 

Working  with  the  Farnam  organization 
Dr.  John  Kao,  ResearchDirector,  developed 
a  process  for  precipitating  rubber  particles 
onto  paper  fibers  before  the  fibers  were 
formed  into  paper.  As  a  result  of  this  work 
it  became  possible  to  predict  the  optimum 
latex  properties  that  were  needed.  At  that 
time  there  was  no  latex  available  to  them 
commercially  that  exhibited  the  proper 
combination  of  properties. 

In  1951  Dr.  Kao  discussed  the  problem  of 
his  requirements  with  Mr.  R.  R.  Kann, 
the  Chemical  Divisions's  Chicago  District 
Manager.  Dr.  Kao  stipulated  a  latex  that 
could  be  deposited  cleanly  on  the  paper 
fibers  in  amounts  up  to  65%  of  the  total 
weight  of  the  end-product.  He  further  speci- 
fied that  the  latex  must  be  oil  and  heat 
resistant  and  must  impart  the  usual  prop- 
erties of  smoothness  and  toughness,  in  ad- 
dition to  resiliency. 

Concurrently  with  Dr.  Kao's  work,  Good- 
year was  conducting  research  and  develop- 
ment work  on  a  number  of  new  latices. 
However,  at  the  time  of  Dr.  Kao's  request, 
Goodyear  had  no  material  capable  of  ful- 
filling all  the  necessary  requirements. 

As  a  result  of  the  Farnam  request, 
Goodyear's  research  laboratories  accele- 
rated their  efforts  on  this  type  of  latex. 
"Bottle"  polymerizations  carried  out  sub- 
sequently produced  several  latices  which 
were  supplied  to  Farnam  for  study  in  their 
paocess  laboratories.  Dr.  Kao  himself 
visited  the  Akron  laboratories  several  times 


during  this  development  period.  This  co- 
operative work  ultimately  led  to  the  selec- 
tion of  a  specific  latex  having  all  of  the 
essential  properties. 

Production  of  this  latex  by  Goodyear  in 
pilot  plant  equipment,  however,  soon  re- 
vealed that  the  reaction  was  highly  exo- 
thermic (heat-producing).  To  safely  poly- 
merize the  latex  on  a  commercial  scale 
introduced  troublesome  cooling  problems 
requiring  significant  equipment  modifica- 
tions. Extensive  pilot  plant  study  was  re- 
quired before  it  became  possible  to  bridge 
the  gap  between  small-scale  and  commer- 
cial-scale production. 

The  first  large-scale  shipments  of  the 
latex  were  made  for  production  of  the  new 
gasketing  materials  in  1953,  approximately 
2  years  after  Farnam's  original  request. 
In  this  initial  period,  on-the-spot  engineer- 
ing assistance  was  provided  Farnam  by  Mr. 
Kann.  Working  together,  it  was  possible  for 
the  two  companies  to  iron  out  difficulties  en- 
countered in  the  early  stages  of  production. 

The  result  of  this  development  program 
has  been  the  introduction  by  Farnam  of  a 
new  line  of  gasketing  materials  based  on 
the  new  latex.  Farnam  reports  that  products 
based  on  this  latex  represent  one  of  the 
greatest  advances  in  the  non-metallic  gasket 
industry  in  many  years.  They  further  report 
that  with  this  latex  they  have  been  able  to 
manufacture  commercially  fiber  stocks 
having  the  highest  rubber  content  available. 

Industry's  acceptance  of  this  new  gasket- 
ing is  reflected  by  Farnam's  increasing 
consumption  of  the  latex.  By  the  same  token, 
Farnam's  latex  purchases  represent  the 
"return  on  investment"  which  encouraged 
Goodyear  to  undertake  the  development 
program  originally.  While  the  Farnam  story 
can  be  classified  as  neither  completely 
unique  nor  typical,  it  does  illustrate  a 
fairly  complex,  long-range  program  under- 
taken in  behalf  of  a  specific  company. 

Much  of  the  service  provided  in  support 
of  Goodyear  materials  is  supplied  on-the- 
spot  by  experienced  sales  representatives 
as  they  call  on  the  account.  In  still  other 
cases,  short-term  development  work  is 
conducted  daily  in  Akron  laboratories  in 
providing  answers  to  requests  for  formu- 
lations, for  test  procedures,  for  operating 
temperatures,  and  literally  hundreds  of 
other  questions. 

Problems  which  cannot  be  solved  prac- 
ticably in  the  field  are  referred  by  the 
salesman  to  Akron  laboratories  of  the 
Chemical  Division.  These  requests  are 
checked  against  cataloged  files  for  existing 
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information  of  the  same  type.  This  infor- 
mation, based  on  laboratory  work  pre- 
viously done,  can  often  be  modified  to 
provide  the  problem  solution.  In  some 
instances,  of  course,  some  additional  lab- 
oratory work  must  be  undertaken. 

To  cite  another  example,  a  NewYork 
athletic  goods  manufacturer  was  provided 
a  formulation  for  basketball  cover  stock. 
Today  this  manufacturer  produces  and  sells 
covers  based  on  the  formulation  originally 
supplied  by  Goodyear. 

Much  of  the  laboratory  work  conducted 
by  Goodyear  which  is  of  a  general  nature 
is  published  regularly  in  the  form  of  Tech 
Book  Facts  bulletins.  These  are  widely 
distributed  to  those  industries  for  which 
they    are   appropriate.   Some   of  these   bul- 


letins define  the  types  and  properties  of 
various  Goodyear  materials.  Others  supply 
end-product  formulations,  testing  proce- 
dures, processing  and  production  tech- 
niques, and  other  types  of  related  data.  The 
bulletins  are  provided  without  cost  as  a 
service  to  industry. 

Companies  representing  small  business 
constitute  well  over  half  of  all  Goodyear 
Chemical  Division  customers.  In  many 
cases  these  small  companies  have  only 
limited  facilities  and  personnel  to  devote 
to  development  work.  As  a  consequence, 
small  business  as  a  group  commands 
significant  attention  of  the  Goodyear 
Chemical  Division  in  the  technical  service 
rendered  to  active  or  potential  cus- 
tomers. 


FEDERAL  RESEARCH  ASSISTANCE  TO  SMALL  BUSINESS 

Raymond  J.  Saulnier,  Chairman  of  the 
Council  of  Economic  Advisers 
Executive  Office  of  the  President  of  the  United  States 


There  are  many  ways  in  which  the  Fed- 
eral Government  assists  small  business 
firms  in  the  field  of  technical  research. 
These  various  forms  of  assistance  may  be 
conveniently  grouped  under  three  headings. 
First,  the  government  conducts  extensive 
and  diversified  research  activities  in  its 
own  facilities.  As  a  rule,  the  results  of 
research  activities  hot  subject  to  security 
classification  are  made  available  to  the 
public  generally.  Classified  findings  are 
made  available  to  qualifying  persons  and 
firms  on  a  limited  access  basis.  Second,  by 
various  means,  including  contracts  for  re- 
search and  development  work  and  various 
features  of  the  Federal  tax  laws,  the  govern- 
ment supports  or  facilitates  research  con- 
ducted by  business  firms  and  other  organi- 
zations on  their  own  premises.  Third, 
through  many  of  its  agencies  the  govern- 
ment compiles  and  disseminates  a  large 
amount  of  technical  research  information 
derived  from  a  variety  of  sources,  private 
as  well  as  public. 

I  should  like  to  describe  briefly  each  of 
these  ways  by  which  the  Federal  Govern- 
ment assists  small  business  firms  in  the 
organization  and  conduct  of  technical  re- 
search.   But  before  I  do  so  it  may  be  useful 


to  indicate  the  over -all  magnitude  of  the 
Federal  Government's  participation  in  the 
nation's  research  effort. 

The  expenditures  of  the  Federal  Govern- 
ment for  research  and  development  have 
been  estimated  at  nearly  $3.0  billion  and 
more  than  $3.3  billion,  respectively,  for 
the  fiscal  years  1957  and  1958.  A  some- 
what broader,  but  still  plausible,  definition 
of  research  would  raise  the  1957  estimate 
for  the  Department  of  Defense  alone  to 
$5.2  billion.  If  we  accept  the  familiar  esti- 
mate of  about  $3  billion  for  private  re- 
search outlays,  total  research  expenditures 
for  the  nation  range  from  about  $6  billion 
to  more  than  $9  billion  per  year.  Thus, 
government  funds  account  for  at  least  half 
of  the  nation's  current  research  budget. 

Let  me  turn  now  to  the  first  of  the  three 
types  of  Federal  assistance--the  conduct 
of  research  in  Government  installations 
and  the  communication  of  the  findings  to 
the  public.  Half,  or  even  more,  of  the 
Federal  Government's  expenditures  for  re- 
search and  development  represent  outlays 
made  directly  in  government  installations. 
The  technical  research  conducted  in  these 
facilities  is  designed  to  promote  both  mili- 
tary   and   civilian   objectives.    Although   the 
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major  share  is  devoted  to  military  projects, 
the  results  of  such  investigations  frequently 
find  their  way  into  civilian  uses. 

The  Department  of  Defense,  whose  re- 
search and  development  expenditures  ex- 
ceed those  of  all  other  agencies  combined, 
does  more  than  half  of  its  work  under  con- 
tract with  private  firms  but  a  very  large 
amount  of  work  remains  to  be  done  within 
its  own  installations.  The  Department's 
program  of  basic  and  applied  research, 
development,  testing,  and  evaluation  is 
designed  to  provide  new  and  improved 
weapons,  equipment,  and  techniques  for  the 
greater  effectiveness  of  the  armed  serv- 
ices. 

The  Atomic  Energy  Commission,  whose 
research  expenditures  are  second  in  size 
to  those  of  the  Department  of  Defense,  also 
conducts  a  good  part  of  its  work  in  its  own 
facilities.  In  the  main,  however,  these  facil- 
ities are  operated  under  contract  by  private 
businesses  and  institutions.  The  Atomic 
Energy  Commission  program  covers  awide 
range  of  activities,  including  weapons  re- 
search, the  development  of  small-scale  and 
large-scale  reactors,  the  study  of  radia- 
tion-linked diseases,  the  application  of 
radioisotopes  in  medicine  and  industry,  and 
the  investigation  of  the  chemical,  physical, 
and  metallurgical  properties  of  fissionable, 
structural  and  other  materials. 

In  addition  to  these  programs  of  the  De- 
partment of  Defense  and  the  Atomic  Energy 
Commission,  a  number  of  programs  having 
a  predominantly  civilian  motivation  are 
likewise  conducted  in  government  labora- 
tories or  under  contract.  Thus,  about  one- 
third  of  the  research  expenditures  of  the 
Public  Health  Service  is  allocated  to  ac- 
tivities pursued  within  the  National  Institutes 
of  Health.  The  National  Bureau  of  Standards, 
the  Weather  Bureau,  the  Maritime  Admin- 
istration, the  Bureau  of  Mines,  the  Federal 
Housing  Administration,  the  Veterans  Ad- 
ministration, and  many  other  Federal  or- 
ganizations conduct  research  in  their  own 
facilities. 

An  outstanding  example  of  civilian  re- 
search activity  which  has  received  rela- 
tively little  attention  but  is  of  great  value 
for  small  business  is  that  of  the  Depart- 
ment of  Agriculture,  an  agency  which  has 
emphasized  research  since  its  establish- 
ment almost  a  century  ago.  The  Agricultural 
Research  Service  of  the  Department  con- 
ducts fundamental  and  applied  research  on 
production  methods,  food  and  fiber  proces- 
sing, and  new  uses  of  agricultural  ma- 
terials.  In   May    1957   the    Service    issued  a 


list  of  141  commercially-adopted  develop- 
ments resulting  from  its  utilization 
research.  Among  the  items  on  the  list  were: 
a  textile  fiber  made  from  corn  protein;  the 
commercial  production  of  penicillin  and  of 
a  blood  plasma  extender;  the  preparation 
of  various  concentrated  frozen  food  prod- 
ucts; a  machine  for  efficient  opening  and 
blending  of  baled  cotton;  and  the  derivation 
of  synthetic  detergents  from  fats.  Patent 
rights  covering  such  new  processes  and 
products  are  held  by  the  Secretary  of  Agri- 
culture, and  licenses  are  made  available  on 
a  non-exclusive,  royalty-free  basis  to  firms 
wishing  to  use  them. 

The  example  of  the  Department  of  Agri- 
culture illustrates  the  benefits  which  may 
accrue  to  small  business  from  the  conduct 
of  research  at  an  organizational  level  other 
than  the  individual  firm.  Although  individual 
concerns  may  carry  out  research  which  is 
immediately  advantageous  to  themselves  and 
ultimately  to  other  businesses,  Government 
is  equipped  to  engage  in  fundamental  and 
extensive  investigations  requiring  larger 
resources  and  involving  a  longer  recoup- 
ment period  than  a  private  firm  would  con- 
sider practicable. 

Findings  of  Federal  research  projects 
are  made  available  in  government  publica- 
tions and  in  suitable  trade  and  technical 
media.  Also,  the  Government  makes  pro- 
vision for  selected  access  to  the  results 
obtained  in  its  classified  projects.  Such 
access  is  of  special  importance  for  the 
emerging  atomic  energy  industry.  Another 
valuable  aid  to  this  industry  is  the  Atomic 
Energy  Commission's  extensive  program 
of  declassifying  documents  pertaining  to 
various  aspects  of  nuclear  technology. 
Furthermore,  the  Commission  has  con- 
tracted for  the  preparation  of  a  number  of 
volumes  summarizing  existing  knowledge 
of  interest  to  those  wishing  to  make  civilian 
applications  of  atomic  energy.  From  time 
to  time,  the  Commission  also  publishes 
lists  of  government-owned  patents  which 
are  available  for  licensing  on  a  royalty- 
free  basis. 

We  turn  now  to  the  second  of  the  three 
general  ways  in  which  the  Federal  Govern- 
ment assists  small  business  in  the  field  of 
technical  research,  namely,  by  sponsoring 
or  facilitating  inquiries  conducted  by  private 
firms  and  institutions.  It  should  be  re- 
called at  this  point  that  more  than  half  of 
the  research  budget  of  the  Department  of 
Defense  is  for  activities  carried  out  on  a 
contract  basis.  Although  small  businesses 
are   usually  not    so   well    equipped   as  large 
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concerns  to  undertake  prime  research  con- 
tracts or  prime  procurement  contracts  en- 
tailing research,  they  nevertheless  partici- 
pate extensively  as  subcontractors  in 
government -supported  research  work. 
Large  firms  also  undertake  research  sub- 
contracts, but  it  is  the  role  of  small  busi- 
ness to  which  I  wish  to  call  particular 
attention,  since  small  business  is  too  often 
assumed  to  be  restricted  to  contracts  and 
subcontracts  involving  little  or  no  research. 
Let  me  illustrate  by  referring  to  the  ex- 
perience of  one  of  the  nation's  largest 
corporations.  In  a  department  of  this  com- 
pany engaged  in  research  and  development 
work,  small  businesses  accounted  for  about 
three-fifths  of  the  value  of  subcontract  work 
in  the  first  half  of  1957.  In  another  depart- 
ment, small  businesses  accounted  for  about 
one-third  of  the  value  of  subcontract  work 
in  the  same  period.  In  the  case  of  one  heavy- 
weapon  research  contract,  work  was  dis- 
tributed to  over  100  subcontractors,  many 
of  which  were  small  manufacturing  firms 
or  research  laboratories.  In  each  of  these 
three  instances,  the  subcontracting  work 
amounted  to  millions  of  dollars. 

Facts  such  as  these  should  be  kept  in 
mind  when  interpreting  statistics  on  the 
participation  of  small  business  in  prime 
contracts  for  military  research  and  de- 
velopment. True,  small  business  units  (in- 
cluding institutions)  obtained  less  than  5 
percent  of  the  nearly  $4  billion  in  military 
prime  contracts  for  research  and  develop- 
ment reported  for  the  fiscal  year  1957.  But 
substantial  amounts  of  such  work  were  ob- 
tained by  small  businesses  on  a  subcontract 
basis.  As  yet,  there  are  no  systematic  and 
comprehensive  reports  on  the  volume  of 
research  and  development  subcontracting, 
but  the  amount,  both  at  the  first  and  lower 
tiers,  is  undoubtedly  very  large. 

Some  information  on  the  extent  of  re- 
search and  development  subcontracting  is 
available  on  work  performed  for  the  Atomic 
Energy  Commission.  This  information  re- 
veals that  small  business  participates 
significantly  in  subcontract  research  and 
development  activity.  The  Commission's 
summary  of  contract  awards  and  changes 
for  the  fiscal  year  1957  shows  only  $3.4 
million  of  prime  research  and  development 
contracts  for  small  businesses  as  com- 
pared with  $288.8  million  for  large  con- 
cerns. The  small  business  share  on  the 
prime  contract  level  is  only  a  bit  more 
than  1  percent,  but  the  subcontract  share 
is  much  larger.  Thus,  in  the  fiscal  year 
1957,      small     business      obtained     subcon- 


tracts of  $7.1  million,  or  20  percent  of  the 
research  subcontracts  obtained  by  all  busi- 
ness concerns  combined  from  AEC  prime 
contractors. 

Private  research  and  development  ac- 
tivity is  also  encouragedby  certain  features 
of  our  tax  laws.  The  1954  revision  of  the 
Internal  Revenue  Code  made  explicit  for 
businessmen  the  option  of  expensing  rather 
than  amortizing  research  and  development 
outlays.  The  Code  also  provides  for  the 
deduction  of  exploration  expenditures  for 
minerals  (other  than  oil  or  gas)  up  to 
$75,000.  Another  provision  of  interest  con- 
cerns the  optional  capital  gains  treatment 
of  income  derived  from  the  sale  of  a  patent 
or  patent  application.  The  Government's 
accelerated  tax  amortization  program  in- 
cludes within  its  purview  research  and 
development  facilities  for  defense  or  atomic 
energy  purposes.  Small  firms  as  well  as 
large  are  benefiting  from  this  program. 
Small  firms  receive  certificates  of  neces- 
sity which  permit  a  5-year  write-off  of  up 
to  45  percent  of  laboratory  building  costs 
and  up  to  70  percent  of  equipment  costs. 
Large  firms  are  allowed  40  percent  and  65 
percent,  respectively. 

Finally,  we  come  to  the  third  general  way 
in  which  the  Federal  Government  assists 
small  businesses  in  the  field  of  technical 
research,  namely,  by  the  compilation  and 
dissemination  of  research  findings  from 
private  and  public  sources.  A  detailed  ac- 
count of  such  programs  may  be  found  in  the 
pamphlet  entitled  Federal  Policies  and  Pro- 
grams that  Benefit  Small  Business.1  A  few 
illustrations  will  suffice  to  indicate  the 
character  of  Federal  technical  information 
programs.  For  example,  the  Small  Business 
Administration  abstracts  and  publishes 
government  and  private  patents,  calls  new 
technical  developments  to  the  attention  of 
business  executives,  and  answers  requests 
for  information  and  advice  on  technical 
research  matters.  The  Department  of  Com- 
merce also  provides  technical  information 
aids  to  business.  Its  Office  of  Technical 
Services  distributes  copies  of  all  unclassi- 
fied government  research  reports  of  value 
to  science  and  industry.  The  Commodity 
Standards  Division  within  this  Office  works 
with  groups  of  business  firms  on  product 
standardization.  The  Department  of  Defense 
and  the  Atomic  Energy  Commission  supply 
technical  information  to  their  own  con- 
tractors as  well  as  to  civilian  Government 
agencies  serving  the  business  community. 


iRefer  to  Bibliography,  page 
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Significant  as  these  various  programs 
are  as  means  for  assisting  small  business 
in  the  field  of  technical  research,  it  would 
be  folly  to  regard  them  as  a  guarantee  of 
the  survival  and  growth  of  small  establish- 
ments in  a  competitive  environment.  Never- 
theless, they  do  make  up  a  powerful  ag- 
gregate of  tools  at  the  disposal  of  small 
concerns.  There  are  many  other  ways,  of 
course,  by  which  Government  helps  small 
businesses  get  started,  and,  once  started, 
to  grow.  The  most  important  of  these  are 
the  policies  of  Government  that  promote  an 
economic  climate  conducive  to  vigorous 
and  sustainable  business  growth.  In  addition 
to   the   general   policies  of  Government  that 


serve  this  end,  there  are  many  specific 
policies  and  programs,  other  than  those 
discussed  in  this  paper,  designed  especially 
to  aid  small  concerns.  The  scope  and  variety 
of  such  policies  and  programs --including 
those  relating  to  finance,  taxation,  and  pro- 
curement--are  set  forth  in  the  pamphlet  to 
which  I  have  already  referred. 

The  list  of  Government  policies  and  pro- 
grams designed  to  aid  small  business  is  an 
impressively  long  one.  Indeed,  I  sometimes 
feel  that  there  is  a  greater  lag  in  the 
utilization  by  business  concerns  of  Govern- 
ment programs  designed  for  their  benefit 
than  there  is  in  the  provision  of  such  pro- 
grams by  Government. 


STATE  GOVERNMENT  AS  A  SOURCE  OF  RESEARCH  AND  DEVELOPMENT 

ASSISTANCE  TO  SMALL  BUSINESS 


The  Honorable  Lane  Dwinell 
Governor  of  New  Hampshire 


When  I  accepted  Mr.  Barnes'  invitation 
to  address  this  Conference,  I  did  so  with 
complete  confidence  that  the  experience  of 
our  industrial  development  staff  would  pro- 
vide an  abundance  of  material  for  these 
remarks.  You  can  imagine  my  dismay  at 
discovering  no  such  abundance  of  material. 
We  have  case  histories  by  the  hundreds  of 
assistance  by  state  government  to  manu- 
facturers with  problems  of  finance,  site 
location,  personnel  and  marketing.  We  have 
on  record  a  rather  smaller  number  of 
instances  of  how  state  government  has 
helped  small  business  in  problems  of 
foreign  trade  and  in  its  relations  with  Fed- 
eral Government  agencies.  But  the  record 
was  practically  blank  when  we  looked  for 
evidences  of  activity  by  our  industrial  de- 
velopment people  in  the  field  of  research 
and  development. 

However,  I  did  not  come  here  to  provide 
you  with  a  horrible  example.  Our  failure  to 
turn  up  a  flock  of  case  histories  clearly 
labeled  as  research  and  development  proj- 
ects did  not  result  from  any  lack  of  research 
and  development  activity.  Rather,  it  resulted 
from  two  facts.  First,  research  and  de- 
velopment problems  often  masquerade  under 
other  names,  even  from  the  people  who  have 
those  problems.  Second,  research  and  de- 
velopment problems  often  cannot  be  isolated 
from  other  problems  of  small  business,  be- 


ing   at    one  and  the  same  time  a  contributor 
to  these  other  problems  and  a  result  of  them. 

The  result  of  these  philosophizings  is  that 
I  am  not  going  to  launch  immediately  into  a 
discussion  of  what  State  Gove^nmen*"  is 
doing,  can  do  or  should  do  to  inform  small 
business  in  matters  of  research  and  de- 
velopment. Instead,  I  propose  to  lead  into 
the  subject  assigned  to  me  by  discussing 
briefly  our  whole  program  of  aid  to  small 
business.  I  believe  you  will  find,  as  I  did, 
that  this  approach  will  give  perspective  to 
the  subjects  being  considered  by  this  Con- 
ference. 

More  than  most  other  States  with  which  I 
am  acquainted,  my  State  of  New  Hampshire 
is  concerned  with  fostering  the  growth  and 
welfare  of  established  industry.  We  believe 
that  State  Government  should  work  just  as 
hard  to  develop  native  manufacturing  in- 
dustry as  to  bring  in  new  manufacturing 
concerns.  We  have,  as  the  expression  goes, 
put  our  money  where  our  mouth  is  by 
assigning  to  the  assistant  director  of  our 
industrial  development  staff,  as  his  major 
function,  the  job  of  aiding  established  in- 
dustry in  every  possible  way.  This  past 
summer,  our  Legislature  appropriated  funds 
to  provide  this  functionary  with  an  admin- 
istrative assistant  to  aid  him  in  carrying 
forward  the  many  projects  he  has  inaugu- 
rated   during    recent    years.    As     a   results 
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New  Hampshire  is  now  earmarking  nearly 
one-half  of  the  industrial  development 
facilities  of  State  Government  to  furthering 
the  growth  and  welfare  of  existing  industry. 
The  remainder  of  our  efforts  are,  of  course, 
invested  in  efforts  to  persuade  new  industry 
to  relocate  or  expand  in  New  Hampshire. 

Supplementing  these  activities,  the  Uni- 
versity of  New  Hampshire  has  for  28  years 
maintained  an  Engineering  Experiment  Sta- 
tion devoted  largely  to  research  activities 
on  behalf  of  New  Hampshire  industry.  Its 
facilities  and  the  services  of  its  staff  are 
available  to  all  New  Hampshire  manufac- 
turers at  cost.  Last  year  it  set  anew  record 
by  carrying  on  250  different  projects.  Many 
of  these  were  minor,  consisting  only  of 
materials  testing  projects.  Others  were 
more  interesting  and  deserve  some  men- 
tion.   For  example: 

A  clothing  manufacturer  continued  his 
practice  of  sending  samples  of  materials 
to  the  Experiment  Station  to  determine 
which  are  the  "best  buys.** 

(Parenthetically,  I  might  note  at  this  time 
that  I,  too,  am  a  clothing  manufacturer,  in 
addition  to  being  a  Governor.  I  was  not  the 
clothing  manufacturer  who  made  use  of  the 
Experiment  Station's  facilities.  This  may 
be  a  lesson  to  me,  as  well  as  to  you,  be- 
cause I  think  it  is  an  excellent  idea  and  one 
which  deserves  serious  consideration.) 

A  manufacturer  of  precision  investment 
castings  commissioned  the  Station  to  de- 
velop methods  to  assure  uniformity  in  his 
castings.  Subsequently,  the  Station  aided 
this  manufacturer  in  setting  up  his  own 
laboratory. 

A  tanner  commissioned  the  Station  to 
find  a  use  for  chrome  tanned  leather  scraps. 
This  project  is  still  current,  but  the  out- 
look is  distinctly  hopeful. 

A  manufacturer  of  metal  products  was 
concerned  about  the  fact  that  the  secret  of 
his  success  in  certain  hardening  and  braz- 
ing operations  was  a  secret  even  from 
himself.  A  long  time  employee,  in  charge  of 
these  operations,  relied  on  instinct  to 
achieve  satisfactory  results.  The  Experi- 
ment Station  developed  alternative  harden- 
ing and  brazing  methods  which  give  the 
manufacturer  an  "ace  in  the  hole"  in  case 
of  death,  illness  or  retirement  of  the  pre- 
viously "indispensable"  employee. 

A  large  company  asked  assistance  in 
finding  a  method  of  disposing  of  fly  ash. 
The  Station  thinks  it  may  have  found  a  way 
to  tie  down  the  fly  ash  with  still  another 
waste  produce  sc  that  it  can  be  used  as  fill. 

These  are  interesting  projects.  They  are 


not,  however,  wholly  significant  as  ex- 
amples of  the  functionings  of  State  Govern- 
ment in  the  field  of  research  and  develop- 
ment for  the  benefit  of  small  business.  For 
one  thing,  except  for  the  fact  that  it  is  not 
profit-motivated,  the  Engineering  Experi- 
ment Station  performs  similar  functions  to 
those  performed  by  private  laboratories  and 
private  research  organizations.  By  con- 
trast, the  activities  of  our  industrial  de- 
velopment staff- -and  particularly  the  two- 
fifths  of  that  staff  which  is  concerned 
primarily  with  the  welfare  of  established 
New  Hampshire  industry--are  activities 
which  are  likely  to  be  carried  on  only  by  a 
government  agency. 

In  its  relations  with  established  New 
Hampshire  manufacturers,  our  industrial 
development  people  consider  that  theirs  is 
a  liaison  function.  One  of  our  manufacturers 
once  said  that  our  industrial  development 
staff  functions  as  a  catalyst,  bringing  to- 
gether two  people  or  two  companies  to 
provoke  a  reaction  which  is  usually  bene- 
ficial to  both.  As  a  liaison  agency,  we 
direct  manufacturers  with  problems  to  the 
individuals  and  agencies,  either  private  or 
government,  who  are  qualified  to  assist. 
We  do  not  pretend  to  be  consultants.  Partly 
this  is  because  we  do  not  believe  in  com- 
peting with  private  enterprise,  and  we  are 
sure  that  private  enterprise  is  fully  com- 
petent to  provide  all  the  consulting  services 
that  industry  could  possibly  require.  Also, 
we  know  that  our  limited  staff,  spreading 
its  efforts  over  a  highly  diversified  indus- 
trial economy,  cannot  hope  to  provide  the 
specialized  advice  available  from  the  pro- 
fessional consultant. 

To  function  effectively  as  a  liaison 
agency,  we  need  to  keep  ourselves  fully 
informed  in  two  directions.  First,  we  need 
to  know  who  are  those  individuals  and 
agencies  who  are  qualified  as  trouble- 
shooters  for  the  problems  of  New 
Hampshire  industry.  To  this  end,  our  in- 
dustrial development  people  cultivate  an 
intense  curiosity  about  everything  that  goes 
on  in  the  industrial  world.  They  read  widely, 
cultivate  personal  acquaintanceships  by  at- 
tending selected  conferences  and  conven- 
tions, and,  in  general,  try  to  keep  their 
fingers  on  the  pulse  of  things. 

In  another  direction,  our  industrial  de- 
velopment staff  is  constantly  seeking  out 
manufacturers  with  problems.  We  regard 
constant  liaison  with  our  manufacturers  as 
essential  to  the  success  of  this  program, 
and  we  hope  that  the  latest  addition  to  our 
staff   will   now  make  it  possible  to  keep  one 
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staff  member  almost  constantly  on  the  road 
calling  on  our  manufacturers.  We  make 
every  effort  to  locate  a  manufacturer  while 
his  problem  is  still  small  enough  to  be 
solved.  After  time  and  inattention  have 
permitted  the  problem  to  become  hopelessly 
great,  no  amount  of  effort  can  be  helpful. 

We  lay  considerable  stress  upon  a  func- 
tion which  might,  by  some  stretch  of  the 
imagination,  be  called  market  analysis.  By 
this  I  mean  that  we  are  constantly  develop- 
ing contacts  with  people  who  are,  or  who 
are  in  touch  with,  customers  for  the  prod- 
ucts of  New  Hampshire  manufacturers. 
These  include  prime  contractors  who  are 
likely  to  have  subcontract  work  of  a  type 
for  which  New  Hampshire  manufacturers 
are  qualified.  They  include  manufacturers 
who  are  likely  to  require  components  which 
can  be  made  in  New  Hampshire.  They  in- 
clude manufacturers  representatives,  job- 
bers,   buyers   for    large  department  stores. 

Essentially,  we  provide  a  directory  serv- 
ice. It  is  aimed  at  directing  our  manufac- 
turers to  the  people  and  agencies  who  can 
provide  solutions  to  their  problems, 
whether  those  problems  be  in  the  field  of 
finance,  marketing,  personnel,  production, 
or  research  and  development.  It  does  not 
call  upon  the  state  to  provide  any  specific 
needed  service,  any  more  than  the  telephone 
company  is  called  upon  to  provide  through 
its  own  resources  any  of  the  products  and 
services  listed  in  the  yellow  pages  of  the 
telephone  directory. 

In  adopting  this  approach  to  promoting 
the  growth  and  welfare  of  New  Hampshire 
industry,  we  are  guided  by  the  knowledge 
of  the  needs  and  problems  of  our  manu- 
facturers developed  over  several  years  of 
direct  contact  with  most  of  the  1,000  plus 
manufacturers  in  the  State.  I  think  you  will 
be  interested  in  hearing  of  some  of  the 
things  we  have  learned  which  are  directly 
related  to  the  subject  before  this  Confer- 
ence. 

Not  long  ago,  about  20  manufacturers  of 
wood  products  asked  for  help  in  product 
development,  coming  to  us  in  rapid  suc- 
cession over  a  very  short  span  of  time. 
For  their  benefit,  we  procured  the  services 
of  a  consultant  and  sat  him  down  for  a 
round-table  discussion  with  these  manu- 
facturers. Among  the  conclusions  reached, 
one  was  particularly  significant.  In  the 
opinion  of  the  consultant,  the  statements 
made  to  him  and  the  questions  he  was  asked 
indicated  that  the  participants  didn't  need 
a  new  product  so  much  as  they  needed  to 
do   better   those   things  which  they  were  al- 


ready doing,  but  doing  more  poorly  than 
their  competitors.  In  a  nutshell,  their  prob- 
lem was  management,  not  product  develop- 
ment. Perhaps  you  have  heard  the  story  of 
the  farmer  (who  may  have  been  from  New 
Hampshire)  who  was  approachedby  a  sales- 
man offering  a  book  on  better  farming 
methods.  The  farmer  leaned  on  his  manure 
fork  and  listened  to  the  sales  pitch  from 
beginning  to  end.  Then  he  said,  "Young 
man,  I  don't  need  your  book.  I  ain't  farming 
half  as  good  right  now  as  I  know  how."  Much 
the  same  could  be  said  of  our  wood  products 
manufacturers:  they  weren't  farming  half 
as  good  as  they  knew  how. 

At  about  the  same  time,  two  other  New 
Hampshire  manufacturers  (who  were  not, 
however,  makers  of  wood  products)  went 
directly  to  a  product  development  firm 
seeking  new  products  to  manufacture.  One 
came  up  with  a  new  type  of  ground  anchor 
for  guy  wires,  and  the  other  with  a  new  type 
of  electronic  organ.  Both  products  have 
proven  to  be  business  builders,  particularly 
the  electronic  organ.  As  a  matter  of  fact, 
the  company  making  the  organ  has  been 
so  busy  with  this  one  product  that  it  has  had 
no  time  to  develop  others. 

At  about  the  same  time,  other  manufac- 
turers were  coming  to  grips  with  research 
and  development  problems  within  their  own 
plants  and  with  their  own  resources.  A 
cotton  manufacturer  developed  fiberglas 
window  screening  as  a  new  and  profitable 
product;  a  manufacturer  of  book  matches 
is  working  on  a  process  for  weaving  fiber- 
glas into  acoustical  blankets;  a  manufac- 
turer of  store  fixtures  developed  a  new 
process  for  making  fiberboard  out  of  New 
Hampshire  sawmill  waste;  a  juvenile- 
furniture  manufacturer  opened  an  un- 
suspected market  for  doll  furniture  by  scal- 
ing his  products  to  miniature  proportions; 
a  growing  company  which  does  printing  on 
cloth,  plastics  and  fabrics  claims  correctly 
that  its  success  is  the  result  of  continuing 
research;  and  it  goes  without  saying  that, 
without  research  and  development,  elec- 
tronics would  not  be  the  fastest  growing 
segment  of  the  New  Hampshire  manufactur- 
ing economy. 

We  conclude  from  these  and  similar  in- 
dications that  most  New  Hampshire  manu- 
facturers are  research-and-development 
conscious.  More  than  that,  we  have  found 
that  many--and  perhaps  most--of  our 
manufacturers  are  actively  and  success- 
fully doing  romething  about  research  and 
development.  Sorn^  have  turned  to  the  State 
for   guidance,    but   most   have    either  solved 
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their  own  problems  or  found  private  agen- 
cies capable  of  solving  them  for  them. 

In  short,  companies  with  sufficient  man- 
agerial acumen  to  recognize  the  need  for 
research  and  development  activity  usually 
find  a  way  of  resolving  their  research  and 
development  problems.  The  problem  com- 
pany is  the  one  which  does  not  recognize 
that  it  has  problems,  or  which,  if  it  does, 
is  not  competent  to  isolate  and  define  them 
to  the  point  where  it  can  take  effective 
action  toward  finding  a  solution. 

In  the  family  of  problem  companies  there 
are  several  sub-types.  One  is  the  long 
established  closely-held  company,  often 
family  owned  and  family  managed,  which 
makes  the  same  product  and  does  business 
the  same  way  today  that  it  did  five,  ten  or 
even  twenty-five  years  ago.  The  number  of 
these  companies  is  constantly  decreasing, 
but  we  still  have  quite  a  few  in  New  Hamp- 
shire and  New  England.  Companies  of  this 
type  badly  need  to  undertake  research  and 
development  programs  to  update  them- 
selves and  their  products,  but  most  are 
unable  to  overcome  the  inertia  that  has  de- 
veloped in  almost  a  century  of  existence. 
Salvation  usually  results  from  an  injection 
of  new  blood  into  management  or  outright 
acquisition  of  the  enterprise  by  more  for- 
ward-looking industrialists. 

A  second  sub-type  is  the  more-or-less 
typical  small  business.  It  is  most  often 
headed  by  a  man  experienced  in  production 
who  worked  long  enough  for  somebody  else 
to  acquire  a  fair  amount  of  manufacturing 
know-how    and   develop   a   desire   to   be   his 


own  boss.  Now  that  he  is  his  own  boss,  he 
discovers  that  there  is  more  to  being  a 
manufacturer  than  he  expected.  Although 
his  experience  is  mostly  in  production,  he 
is  beset  by  problems  in  finance,  sales  and 
marketing,  personnel,  and--probably--re- 
search  and  development.  When  he  has  time 
to  remove  his  nose  from  the  grindstone  and 
talk  about  his  problems,  he  usually  says 
that  they  are  all  financial.  And  so  they  are, 
from  his  point  of  view.  But  investigation 
usually  indicates  that  the  financial  problems 
result,  in  part  at  least,  from  management's 
shortcomings  in  the  fields  of  sales,  per- 
sonnel, and--probably--research  and  de- 
velopment. 

So  we  arrive  at  the  conclusion  that  re- 
search and  development  deficiencies  among 
our  small  manufacturers  are  symptoms  of 
management  deficiencies,  not  major  short- 
comings of  and  by  themselves.  And,  if  this 
is  a  valid  conclusion,  we  are  not  justified 
in  setting  apart  research  and  development 
as  a  distinct  field  of  activity.  We  need  to 
treat  the  whole  patient,  not  the  individual 
symptom.  If  State  Government  is  to  function 
at  all  in  this  field,  it  needs  to  be  a  kind  of 
general  practitioner.  We  should  diagnose 
the  problems  of  our  industrial  economy  and 
the  businesses  which  make  up  that  economy 
from  a  broad  background  of  general  knowl- 
edge. We  should  refer  to  specialists  those 
patients  whose  ailments  require  specialized 
treatment.  We  should  confine  our  own  di- 
rect ministrations  to  those  patients --and 
they  are  many--for  whom  the  family  doctor 
type  of  paternal  advice  is  indicated. 
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Small  business  has  long  been  recognized 
as  an  important  segment  of  the  American 
economy.  It  is  important  in  various  ways. 
It  is  significant  in  its  own  right  for  its 
valuable  contributions  and  it  further  rep- 
resents the  spirit  of  free  enterprise  that 
typifies  America.  It,  also,  is  the  customary 
starting  point  for  big  business.  Conse- 
quently, it  is  not  surprising  that  practically 
everyone  wants  to  help  small  business. 

Small  business  has  certain  advantages  —  it 
operates  with  great  speed  and  flexibility  and 
is  generally  not  burdened  with  high  over- 
head. With  good  management  itcan.inmany 
ways,  far  outperform  big  business.  But  in 
certain  ways  it  suffers  grave  disadvantages. 
It,  generally,  can  not  make  full  use  of  mass 
production  techniques,  automation,  large 
purchasing  power,  national  advertising,  and 
research;  all  of  these  show  up  to  best 
advantage    where   large    amounts  of  product 


are  involved.  Against  this  backgroundletus 
consider  how  small  business  can  take  fullest 
advantage  of  research  available  to  it  in 
educational  institutions.  To  orient  these 
comments  properly  it  is  necessary  to  in- 
dicate what  small  business  is  and  what 
research  is,  for  the  available  definitions  of 
both  vary  widely. 

What  Is  Small  Business? 

Small  business  has  been  defined  in  many 
ways,    and  a  few  of  these  definitions  follow: 

One  definition  depends  on  the  volume  of 
business.  Figures  ranging  from  $500,000 
per  year  to  $5,000,000  per  year  of  annual 
production  have  been  suggested  as  the 
dividing  line  between  large  and  small  busi- 
ness. Another  definition  is  based  on  the 
number  of  employees- -five  hundred  has 
been    suggested   as  the  upper  limit  of  small 
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business.  Still  another  definition  depends 
on  the  relative  size  of  the  company  in  its 
industry.  For  example,  a  small  automobile 
company  may  be  quite  large  compared  to 
the  small  companies  defined  above.  Fur- 
thermore, a  small  company,  under  earlier 
definitions,  may  have  a  monopoly  in  its 
field.  In  another  framework,  when  small 
and  large  business  are  referred  to,  political 
aspects  of  the  situation  play  a  part,  but 
this  is  hardly  a  concern  of  this  paper. 
Then  there  are  small  companies  that  are 
affiliated  with  big  companies;  these  will 
not  be  considered  small  in  this  paper.  In 
interpreting  the  following  comments,  the 
listener  will  have  to  adjust  his  interpreta- 
tion to  fit  his  definition,  but  I  am  inclined 
to  base  the  size  determination  on  the  dollar 
volume  of  business  and  the  figure  of  $500,000 
per  year  is  as  convenient  as  any. 

What  Is  Research? 

The  idiosyncrasies  of  definitions  of  re- 
search play  a  much  more  important  part 
in  the  subsequent  discussion.  The  definition 
I  am  suggesting  here  is,  "Critical  and 
exhaustive  investigation  or  experimentation 
having  for  its  aim  the  study  of  the  laws 
and  phenomena  of  nature  and/or  their  ap- 
plication/' Since  you  may  be  curious  where 
this  definition  came  from;  it  is  a  blend, 
coming  from  two  dictionaries  and  a  book 
by  C.  C.  Furnas. 

Research  can  be  conveniently  divided  into 
two  main  parts --basic  and  applied,  both 
of  which  may  be  found  in  most  universities. 
The  distinction  between  them,  however,  is 
not  too  clear.  Some  base  the  distinction  on 
the  motivation  of  the  research  worker--if 
he  is  seeking  knowledge  for  its  sake  alone, 
he  is  doing  basic  research,  but  if  he  has 
an  application  inmind  it  is  applied  research. 
Others  make  the  distinction  between  the  time 
of  application  of  the  research  findings --if 
it  is  immediate,  the  research  is  applied, 
but  if  it  is  delayed  the  research  is  basic. 
Still  others  say  that  basic  research  is  re- 
search the  results  of  which  will  find  many 
applications.  There  is  also  an  unwilling- 
ness by  some  to  accept  the  concept  that 
basic  research  and  applied  research  can  go 
hand  in  hand.  As  a  consequence,  we  have 
this  situation.  If,  in  the  course  of  studying 
how  to  land  a  jet  plane,  a  new  modification 
of  the  law  of  gravity  was  discovered,  it 
would  be  considered  a  product  of  applied 
research.  If,  on  the  other  hand,  this  same 
information  was  found  by  a  scientistmerely 
searching   for    information   for    the    sake    of 


knowledge,  it  would  be  the  result  of  basic 
research.  Unfortunately,  I  do  not  like  defi- 
nitions that  do  not  define;  I  prefer  to  think 
of  basic  research  as  the  critical  and  ex- 
haustive study  of  the  laws  and  phenomena 
of  nature.  Also  I  do  not  like  to  confuse 
the  issue  with  motivation,  timing  and  the 
like.  The  important  point  of  this  discussion, 
however,  as  far  as  small  business  is  con- 
cerned, is  that  research  is  a  method  of 
doing  something  and  it  is  not  necessarily 
a  method  of  research  the  small  business 
man    needs    but    the     results    of    research. 

In  university  circles,  there  is  another 
division  of  research,  into  sponsored  re- 
search and  unsponsored  research.  Spon- 
sored research  is  usually  supported  by 
outside  sources  of  funds  and  handled  under 
contract,  whereas  unsponsored  research 
involves  the  use  of  university  funds  gathered 
from  various  sources.  In  addition  to  the 
above  two  methods  there  is  another  method 
of  securing  the  results  of  university  re- 
search—namely, the  employment  of  faculty 
members  as  consultants,  a  procedure  that 
has  certain  advantages  for  small  industry. 

Research  is  one  of  the  newer  and  more 
striking  tools  of  business  management. 
It  is  not,  however,  a  substitute  for  good 
management. 

University  Research 

The   part   that   the  University  should  play 
in    supplying     research   for    small    industry 
is     confused  by   the    interpretation   and   ap- 
plication  of   some    of   the  above  definitions. 
Under  some  of  the  definitions  it  would  seem 
inappropriate  for  small  business  to  support 
basic  research  although  my  definition  would 
not    give    that   impression;    small     business 
might    support  both   basis    and   applied    re- 
search.   In   addition,    some   people    say   that 
Universities     should    do    nothing    but  basic 
research--have    no    concern   with   applica- 
tion.    This     is    not    the    opinion   held   in   the 
Engineering  schools.  When  Eric  A.Walker, 
Chairman   of   this    Conference,    was    Chair- 
man of  Engineering  College  Research  Coun- 
cil of  the  American  Society  for  Engineering 
Education,     he    appointed    a    committee    to 
develop    a    "Policy    for    Research   for    En- 
gineering    Schools."     A     summary    of    the 
policy   unanimously  adopted  by  this  organi- 
zation follows: 

".....  .Under    these    circumstances, 

it  is  to  be  expected  that  the  research 
program  of  an  engineering  school  should 
properly  embrace  the  following  types  of 
activities: 
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a.  Research  to  discover  basic  or 
fundamental  scientific  principles 
and  facts  which  will  advance  the 
science  of  engineering. 

b.  Applied  research,  or  development 
of  specific  devices  or  processes 
which  will  develop  the  competence 
of  teacher  and  student,  thereby 
serving  the  engineer  in  a  manner 
parallel  to  the  clinical  studies  of 
the  physician. 

/c.  Activities  which  serve  the  public 
interest,  as  for  national  defense, 
public  health,  or  general  indus- 
trial and  agricultural  progress." 

Medical  schools  also  seem  to  have  the 
same  point  of  view;  much  of  the  work  of 
medical  researchers  applies  science  to 
conquer  disease. 

The  history  of  University  participation 
in  applied  research  for  the  benefit  of 
industry,  both  large  and  small,  is  old  and 
distinguished.  A  few  examples  will  be 
given,  taken  from  just  three  universities- 
two  where  I  studied  and  one  where  I  am 
working.  Professor  S.  B„  F.  Morse  of 
New  York  University  developed  the  tele- 
graph, and  a  small  company  was  founded. 
Its  life  as  a  small  company  was  so  suc- 
cessful that  now  it  is  a  big  company.  Pro- 
fessor Draper  at  New  York  University  had 
much  to  do  with  the  founding  of  the  photo- 
graphic industry.  He  is  credited  with  mak- 
ing  the   first  photograph  of  the  human  face. 

Professor  Colin  G.  Fink  and  his  students 
at  Columbia  had  much  to  do  with  the 
commercial  development  of  the  chromium 
plating  industry.  Edwin  H.  Armstrong,  a 
student  at  Columbia  University  developed 
the  important  regenerative  circuit  in  radio, 
with  which  practically  every  small  company 
in  the  radio  field  has  had  contact.  Columbia 
also  contributed  to  the  most  spectacular 
of  all  modern  research  developments,  nu- 
clear fission.  This  important  development 
rests  on  the  unsponsored  basic  research 
of  several  Universities.  Their  work  was 
helped  by  grants  from  such  far-sighted 
organizations  as  the  Research  Corporation. 
The  first  application  of  these  forces  was 
also  initiated  by  the  Universities.  This  is 
a  long  story  but  Columbia  was  a  leader 
in  this  endeavor,  and  the  Manhattan  Dis- 
trict Project  was  initiated.  Business,  large 
and  small,  will  feel  the  impact  of  this  re- 
search for  years  to  come.  Still  another 
University  contribution  of  tremendous  im- 
portance from  a  human  welfare  standpoint, 
was  the  development  of  polio  vaccine  by 
Dr.    Salk    of   the    University   of   Pittsburgh. 


And  now  big  business  and  small  business 
are  joining  to  produce  and  distribute  the 
product.  Another  significant  contribution 
of  the  University  of  Pittsburgh  was  the 
sponsorship,  in  its  early  and  formative 
years,  of  Mellon  Institute  for  Industrial 
Research.  This  was  the  first  of  the  non- 
profit institutes.  Under  the  energetic  lead- 
ership of  Dr.  E.  R.  Weidlein  it  amply 
justified  the  need  for  such  a  service.  It  is 
now  independent  of  the  university,  although 
harmonious  cooperation  continues  to  exist. 
Perhaps  a  few  comments  are  in  order 
about  the  above  contributions  of  the  Uni- 
versities. First,  it  is  to  be  noted  that,  while 
small  business  has  profited  immensely 
from  them,  it  did  not  directly  support  the 
work.  The  sponsors  were  the  Universities 
and  their  employees,  the  Government  and 
the  Polio  Foundation.  Small  business  con- 
tributed only  indirectly  to  the  extent  that 
they  supported  these  three  through  taxes 
and  contributions. 

Types  of  University  Research 

The  pattern  of  research  in  the  Univer- 
sities has  changed  over  the  years.  Originally 
it  was  rather  informal.  However,  with  the 
advent  of  World  War  II,  the  Government  rec- 
ognized that  it  could  obtain  in  the  Univer- 
sities the  personnel  and  equipment  for  much 
needed  research  for  the  war.  After  the  war 
the  Government  continued  to  carry  on  a 
substantial  amount  of  research  in  the  Uni- 
versities. As  a  consequence,  at  the  present 
time,  there  is  research  in  the  amount  of 
$460  million  per  year  going  on  in  the  Uni- 
versities and  much  of  this  is  sponsored  by 
Government  and  by  industry.  Figure  I, 
based  on  National  Science  Foundation  data 
collected  for  1953,  shows  that  colleges  and 
universities  are  the  leaders  in  basic  re- 
search—they do  about  45%  of  all  of  the 
basic  research  of  the  country,  but  they 
also  have  substantial  programs  of  applied 
research—the  type  of  most  immediate  in- 
terest to  industry. 

The  three  types  of  University  research 
available  to  small  industry  will  now  be 
considered,  namely: 

1.  Unsponsored  research 

2.  Sponsored  research 

3.  Faculty  consulting 

Unsponsored  Research 

Unsponsored  research  of  the  universities 
is,  for  the  most  part,  basic  research.  The 
results     of    this    research   are    customarily 
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published   in   the  technical  journals  and  are 
freely  available  to  everyone. 

Sponsored  Research 

Sponsored  research  is  also  freely  avail- 
able to  the  small  company.  This  can  be 
either  basic  or  applied  research. 

The  method  of  organization  of  the  spon- 
sored research  in  the  different  Universities 
varies  widely.  In  some  instances  it  is 
handled  by  Research  Institutes  or  Experi- 
ment Stations  with  very  little  contact  with 
the  academic  activities.  The  research  in- 
stitutes connected  with  Universities  operate 
in  much  the  same  way  as  those  without 
such  connections,  so  they  will  be  discussed 
later  in  the  program.  At  the  other  extreme, 
the  research  may  be  handled  directly  by 
faculty  members  and  graduate  students, 
with  no  special  administrative  guidance. 
However,  when  the  research  reaches  a 
substantial  size,  the  most  common  pattern 
consists  of  a  group  of  faculty,  students, 
and  full-time  research  people  integrated 
with  the  academic  department.  To  illustrate 
how  this  works,  New  York  University,  in 
general,  and  its  College  of  Engineering,  in 
particular,  will  be  briefly  described.  New 
York  University  is  a  private  institution  in 
New  York  City.  It  has  12  Colleges  and  Di- 
visions. The  amount  of  sponsored  research 
handled  by  the  University,  expressed  in 
dollars,  is  approximately  $10  million  per 
year.  This  is  divided  roughly  into  three 
equal  parts--the  Medical  School,  the  Col- 
lege of  Engineering,  and  the  other  schools. 
The  school  is  divided  into  four  divisions-- 
day,  graduate,  evening  and  research.  Each 
of  these  is  headed  by  an  assistant  dean  or 
director  and  all  work  through  the  academic 
departments.  In  this  way,  the  research  and 
teaching  cooperate  to  their  mutual  ad- 
vantage:--to  develop  new  knowledge  and  to 
disseminate  the  old  and  new  knowledge. 

In  such  an  arrangement,  where  the  teach- 
ing and  research  are  integrated,  the  re- 
search in  any  University  takes  a  certain 
pattern  with  respect  to  size  of  project, 
type  of  work,  handling  of  patents,  and  pub- 
lication. 

In  most  Universities,  an  investigation 
must  be  rather  substantial  and  long-range 
to  be  characterized  as  research.  In  our 
own  institution  it  is  felt  that  the  minimum 
research  project  should  require  one  year 
to  complete.  Projects  of  smaller  size  are 
generally  referred  to  the  appropriate  faculty 
members  as  possible  consulting  jobs. 


The  work  must  also  appeal  to  the  Uni- 
versity administration  and  to  the  faculty 
member  as  meeting  the  objectives  of  the 
former  and  the  interest  of  the  latter.  This 
varies  somewhat  from  person  to  person 
and  from  university  to  university.  Liberal 
Arts  colleges  generally  prefer  basic  re- 
search. Some  of  the  state  schools  are  ob- 
ligated by  their  charters  to  do  all  kinds 
of  research  and  even  testing--a  type  of 
work  that  most  schools  try  to  avoid.  The 
location  of  the  University  and  the  local 
needs  of  the  community  have  a  strong  in- 
fluence on  the  policy  of  a  particular  uni- 
versity. 

Another  matter  of  interest  to  a  small 
company  contemplating  having  research 
done  in  a  university  is  the  patent  policy 
of  the  University.  Most  schools  will  agree 
to  turn  the  patents  over  to  the  sponsor; 
this  is  of  great  interest  to  small  com- 
panies who  cannot  afford  to  support  research 
for  their  competitors.  A  few  universities , 
however,  will  not  turn  the  patents  over 
to  the  sponsor  and  still  others  actually 
try  to  avoid  research  where  a  patent  is 
likely  to  result. 

The  publication  of  results  also  should  be 
considered.  All  schools  want  to  publish  the 
technical  advances  for  which  they  are  re- 
sponsible. Some  insist  on  immediate  pub- 
lication. Others  are  willing  to  delay  publica- 
tion until  patent  matters  are  resolved. 

Not  all  of  the  problems  involving  publica- 
tion are  initiated  by  the  University.  Fre- 
quently it  is  the  sponsor  who  presses  for 
publication  because  he  wishes  to  take  ad- 
vantage of  the  objectivity  and  prestige  as- 
sociated with  the  name  of  the  university. 
Most  universities,  however,  object  to  being 
used  for  advertising  and  publicity.  Hence 
they  will  usually  insist  on  approving  the 
use  of  their  name  in  connection  with  the 
research. 

In  order  to  show  how  the  research  fits 
into  the  University  activities,  two  ex- 
cerpts from  the  research  policy  of  the  Col- 
lege of  Engineering  of  New  York  University 
are  included  here: 

".  .  .Instruction,  particularly  on  the 
graduate  level,  frequently  requires 
ability  in  and  performance  of  research. 
It  is  recognized  that  staff  members 
can  not  devote  their  entire  efforts  to 
teaching  and  at  the  same  time  keep 
abreast  with  or  ahead  of  progress  in 
the  field  of  science  or  engineering 
with  which  they  are  concerned.  It  is 
desirable,    therefore,    that    staff  mem- 
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bers  engage  to  a  greater  or  lesser 
extent  in  research,  consultation  work, 
or  professional  or  technical  writing. 
Such  non-curricular  activities  serve 
to  enhance  the  knowledge  of  the  Faculty 
member,  stimulate  his  teaching  and 
bring  prestige  to  the  individual  and  to 
the  College." 

".  .  .It   is    the   policy   of   the  College  of 
Engineering    to    undertake,    as    a    rule, 
only    such    sponsored    projects     as    (a) 
seem   likely   to   add  to  knowledge  of  fun- 
damental   or    applied   science;    (b)  are 
financed    by    the     sponsors    on   a   basis 
which    permits     the    allocation   of  part 
of   the    gross    fee  to  the  Research  Fund 
for  the  promotion  of  College-sponsored 
research;    (c)  have    as    an  objective  the 
training   or   further   training   of   one  or 
more      research     workers;     (d)  extend 
over  a  reasonably  long  term  preferably 
a    year    or    more;     (e)  do    not    conflict 
with  any  other  current  project  or  spon- 
sor;   (f)  are    of    such   a  nature  that  they 
do    not    compete    with,    or     can   not   be 
successfully  undertaken  by,  a  commer- 
cial   testing   laboratory.    In   periods    of 
national     emergency    priority    will    be 
given   to    research   projects    which   are 
directly    concerned    with    national    in- 
terests." 
There    is     another    aspect    of   University 
research  that  the  small  business  man  should 
keep   in  mind.    That   is    the   question  of  how 
to    get    in   touch   with   the    university.  There 
is    almost  no   possibility   that   you   will  find 
a     representative-  of    a   university   on   your 
doorstep    trying    to   persuade    you   that   you 
need  his    services;    you   must   generally    go 
to    him.     The    problem    then   is    to   find   out 
where    to    go.    Fortunately,    for    engineering 
schools,    the  Engineering  College  Research 
Council     produces     an    excellent    directory 
which     gives     extensive    information    about 
research  activities  of  the  member  colleges. 
This    can  be    secured   from  Renato  Contini, 
Secretary,     Engineering    College    Research 
Council,    College  of  Engineering,  New  York 
University. 

Sponsored  research  in  a  University  has 
been  discussed  in  some  detail  in  an  analytical 
fashion  to  show  how  small  businesses  can 
get  it  and  make  it  most  suitable  for  their 
needs.  That  it  can  be  highly  successful 
in  helping  small  business  can  be  attested 
by  many  examples,  one  of  which  will  be 
presented  after  this  talk.  Sponsored  re- 
search from  any  source  is  not,  however, 
being  used  as  extensively  as  it  should  be 
by  small  business. 


The  third  source  of  research—faculty 
consulting- -has  an  attractive  feature  for 
small  industry- -it  can  be  more  closely 
tailored  to  meet  their  needs.  To  illustrate 
this  better,  it  seems  best  to  digress  a 
moment  to  see  what  small  industry  needs 
and  then  come  back  to  faculty  consulting. 

Research  Needs  of  Small  Industry 

It  is  not  possible  to  say  categorically 
that  all  small  industry  needs  more  research. 
Such  research  now  varies  from  company 
to  company  and  ranges  from  100%  to  zero. 
There  are  many  small  companies  which 
were  formed  expressly  to  do  research. 
These  may  or  may  not  branch  out  later 
into  other  activities.  But,  despite  this 
special  situation,  the  belief  exists  that, 
small  industry  needs  help  in  science  and 
technology.  It  has  been  said  that  only  10% 
of  small  businesses  have  their  own  research 
facilities  and  that  only  20%  support  re- 
search at  all  (except  indirectly  through 
taxes). 

Part  of  this  is  due  to  the  fact  that  re- 
search, like  mass  production  and  automa- 
tion, presents  problems  when  you  try  to 
scale  it  down  to  small  sizes.  To  take 
a  simple  example,  if  an  article  is  being 
produced  in  quantities  of  50,000,000  it 
might  pay  to  spend  $25,000  to  improve  it, 
since  this  would  cost  but  an  insignificant 
fraction  of  a  cent.  On  the  other  hand,  if 
only  50,000  were  produced,  the  improve- 
ment would  cost  one-half  dollar- -a  figure 
that  might  be  exorbitant. 

Similarly  the  funds  available  for  research 
are  restricted  at  their  source.  John  C. 
Green1  of  the  U.S.  Department  of  Com- 
merce, has  pointed  out  that  95%  of  all 
companies  do  an  amount  of  business  less 
than  $500,000  per  year.  If  these  companies 
wish  to  do  research  to  the  extent  that  it  is 
now  being  done  by  the  larger  companies, 
they  will  spend  2-1/2%  of  sales  on  the  re- 
search. This  will  give  $  1  2,500  per  year-- 
barely  enough  to  support  one  research 
worker.  This  can  hardly  generate  a  very 
comprehensive  research  program. 

Joining  together  a  group  of  small  com- 
panies with  common  research  problems 
and  submitting  their  problems  to  a  uni- 
versity (or  for  that  matter  any  other  suit- 
able research  agency)  is  one  way  to  meet 
the  limitations  of  small  size.  It  has  the  ad- 


ijohn  C.  Green,  Fourth  Annual  Conference  on  the  Adminis- 
tration of  Research,  Engineering  Research  Institute.  University 
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vantage  that  it  brings  to  the  small  com- 
pany, at  a  reasonable  cost,  the  advantages 
of  research.  It  has  the  disadvantage  that 
no  one  company  in  the  associated  group 
can  secure  competitive  advantage  over 
the  others  in  the  group.  For  some  problems 
that  is  fine,  but  it  is  not  the  complete 
answer  for  the  small  business  man  who 
wants  to  make  maximum  progress.  The 
substantial  part  that  the  universities  play  in 
association  research  is  shown  in  Figure  2. 
These  figures,  of  course,  do  not  include 
the  private  consulting  of  the  faculty  mem- 
bers. 

Coupled  with  the  economic  problems,  are 
other  problems  causing  a  lack  of  under- 
standing between  the  university  people  and 
small  business  people.  One  has  to  do  with 
the  lack  of  understanding  by  the  business 
men  of  the  nature  of  research,  which  many 
feel  is  basically  a  speculation.  Large  num- 
bers of  research  investigations  are  made 
but  only  a  few  of  them  are  money-makers. 
Big  business  has  learned  this  and  has  a 
clearer  understanding  of  this  problem; 
consequently,  they  know  how  to  use  re- 
search and  work  harmoniously  with  the 
university.  Small  business,  on  the  other 
hand,  tends  to  feel  that,  if  it  makes  an 
investment  of  $15,000,  it  is  entitled  to 
huge  profits  in  return.  Well,  why  shouldn't 
they?  Everyone  talks  of  the  great  com- 
mercial value  of  research. 

In  our  own  institution,  most  of  the  in- 
dustrial research  is  for  large  companies; 
only  about  20%  of  the  projects  are  for  small 
companies.  Nevertheless,  there  is  good 
reason  to  believe  that  the  small  company, 
if  experienced  in  the  handling  of  research, 
can  make  excellent  use  of  sponsored-re- 
search  facilities  of  a  University. 

On  the  other  hand,  because  of  the  prob- 
lems mentioned  so  far,  and  in  spite  of  some 
spectacular  successes,  there  are  those  that 
feel  that  the  university  is  not  the  place  to 
resolve  the  research  problems  of  small 
business.  This  is  the  point  of  view  ex- 
pressed in  the  Corporate  Director2  in  an 
article  entitled  "Research  for  the  Small 
Business.'*  The  article  implies  that  small 
business  should  preferably  go  to  a  Founda- 
tion for  its  work.  It  supports  this  with  figures 
showing  that  small  research  projects 
($1000- $5000)  can  be  readily  handled  there. 
This    brings  up  a  very  interesting  question. 

In  our  own  institution  we  rarely  accept 
a    sponsored  research  project  for  less  than 

^Corporate  Director   (American  Institute  of  Management,  VG 
No.  16,  May  1957). 


$12,000  to  $15,000.  We  have  a  feeling  that 
research  is  a  long  range  operation.  Large 
companies,  which  are  deeply  involved  in 
research,  also  seem  to  draw  a  size  line; 
the  short  term  projects  are  generally 
handled  by  the  plant  technical  departments 
and  are  not  called  research. 

In  pointing  out  this  lack  of  agreement  in 
the  meaning  of  research,  I  have  no  intention 
of  being  critical.  Furthermore,  I  want  to 
endorse  the  idea  that  small  industry  does 
have  need  of  the  short-term  technical  serv- 
ice of  the  type  described,  regardless  of 
its  name.  While  some  universities  will 
give  this  service,  most  of  them  will  not. 
In  our  own  case,  and  in  many  other  insti- 
tutions, such  short  range  jobs  are  normally 
handled  as  faculty  consulting  and  would  not 
appear  in  any  of  the  research  figures  of  the 
university. 

Faculty  Consulting 

Where  only  short-range  technical  activ- 
ity is  feasible  for  the  small  company, 
faculty  consulting  services  may  be  the 
answer.  This  is  an  extremely  large  ac- 
tivity but,  as  far  as  I  know,  no  one  has 
made  an  accurate  study  of  its  scope  and 
importance.  From  spot-checking  in  our 
own  organization,  I  am  sure  this  service 
is  extensively  used  by  small  industry. 

The  essential  elements  of  the  consult- 
ing policy  of  the  College  of  Engineering 
of  New  York  University  are  herewith 
given: 

a.  Private  consulting  service  by  a 
member  of  the  Faculty  is  restricted 
at  all  times  to  engagements  of  a 
professional  nature  which  in  the 
opinion  of  the  Chairman  of  his  de- 
partment and  the  Dean,  do  not 
interfere  with  the  performance  of 
University  duties  assigned  him.  No 
members  of  the  staff  of  the  College 
of  Engineering  may  undertake  such 
engagements  unless  they  are  li- 
censed professional  engineers  of 
New  York  State  and/or  of  the  state 
in  which  the  work  is  being  con- 
ducted. 

b.  No  consulting  engagements  shall  be 
solicited. 

c.  Consulting  engagements  should  be 
undertaken  only  when  a  fee  is 
charged  at  least  equal  to  that  of  a 
professional  consulting  engineer 
and  when  the  subject  of  the  engage- 
ment will  not  place  the  College  in 
an  embarrassing  position. 
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d.  In  all  private  consulting  engage- 
ments the  client  must  be  informed 
in  writing  that  the  Faculty  member 
is  acting  as  a  private  consultant; 
that  the  College  and  University  are 
in  no  way  a  party  to  the  contract  or 
liable  or  responsible  for  the  per- 
formance thereof;  and  that  the  Uni- 
versity is  not  liable  in  any  way  for 
property  of  the  client  utilized  for 
test,  observations,  or  otherwise  in 
connection  with  the  consulting  en- 
gagement, nor  for  consequent  dam- 
ages. No  official  University  sta- 
tionery or  forms  shall  be  used  in 
connection  with  such  work,  nor  shall 
the  name  of  New  York  University  be 
used  in  advertising  or  in  any  other 
way  without  the  express  consent  of 
New  York  University. 

e.  The  college  will  permit  the  Faculty 
to  use  the  space,  equipment,  and 
other  facilities  of  the  College  in 
consulting  engagements  so  long  as 
the  performance  of  the  engagement 
meets  with  the  approval  of  the  Col- 
lege under  express  conditions. 

Consulting  by  university  people  under 
certain  conditions  fills  a  gap  in  the  service 
that  the  university  may  offer  to  small  busi- 
ness. The  question  boils  down  to  a  problem 
of  what  the  small  business  man  wants  in  his 
research.  If  he  wants  to  do  research  largely 
for  its  sales  and  publicity  value,  he  probably 
should  go  somewhere  else  than  a  university. 
If  on  the  other  hand,  he  is  interested  in  the 
scientific  knowledge  that  results  from  re- 
search, the  university  is  a  good  place  to 
go  to  get  it,  and  it  is  not  even  necessary 
to  support  research  there.  The  university 
is  an  association  of  scholars,  who,  in 
addition  to  teaching,  are  expected  to  do 
research  to  develop  new  information  and 
to  keep  posted  on  the  newest  developments 
of  science  in  their  areas.  They  have  at  their 
disposal  excellent  equipment  with  which 
to  work.  Most  universities  allow  their 
faculty  to  do  research  for  outside  groups 
up  to  one  day  per  week. 

The  consulting  of  the  faculty  member, 
as  has  been  indicated,  is  considered  his 
private  business  and  is  controlled  by  the 
university  in  only  the  most  general  sort 
of  way.  It,  therefore,  would  be  the  problem 
of  the  small  business  man  to  seek  out  the 
most  suitable  consultant  for  his  purposes. 
This  is  done  in  much  the  same  way  as  you 
select  a  physician  to  perform  a  major 
operation.  He  should  be  the  best  in  his 
field   and    should   be  conveniently  available. 


There  is  no  question  that  university 
people  as  consultants  are  already  doing 
a  great  deal  for  small  business,  but  I  sus- 
pect that  this  is  a  situation  that  could  be 
improved  upon  to  the  advantage  of  small 
business.  If  there  were  only  a  directory 
showing  who  was  available  and  what  he  could 
do,  the  selection  of  a  consultant  could  be 
greatly  expedited  and  the  amount  of  such 
help  would  undoubtedly  expand.  In  the  mean- 
time, the  business  man  must  dig  this  infor- 
mation out  by  himself. 

Resume 

In  concluding  this  discussion  on  research 
aid  for  small  business  it  appears  that  Uni- 
versity research  has  had  a  tremendous 
impact  on  both  large  and  small  business  but 
that  very  little  of  this  research  has  been 
directly  sponsored  by  small  business. 

Unsponsored  and  sponsored  research  in  a 
university,  however,  are  available  and  can 
be  of  great  help  to  those  elements  of  small 
business  that  have  a  proper  background  and 
experience  to  assimilate  research.  Support 
of  research  by  associations  has  certain 
advantages  in  many  instances.  On  the  other 
hand,  faculty  consulting  may  be  more  nearly 
suited  to  meet  a  larger  proportion  of  the 
needs  of  small  business. 

Case  History:    How  Small  Business  Can  Use 
University  Research 

George  Davenport, 
President 

Wet  Ground  Mica   Associa- 
tion, Inc. 

New  York,  N.  Y. 

Before  telling  you  the  story  of  our  suc- 
cessful research  experience  at  New  York 
University,  I  should  like  to  tell  you  what 
Wet  Ground  Mica  is.  It  is  not  mica  that 
is  found  in  damp  or  moist  earth  which  is 
what  the  name  suggests  to  many  people.  It 
is  mica  that  has  been  ground  in  water.  This 
wet  grinding  process  permits  the  tiny 
particles  to  be  split  with  a  resultant  platy 
shape.  Mica  ground  by  a  dry  process 
does  not  produce  this  plate-shaped  par- 
ticle. Consequently,  wet  ground  mica  and 
dry  ground  mica  have  entirely  different 
uses  and  characteristics. 

The  wet  ground  mica  industry  is  a  small 
one.  In  fact,  the  overall  mica  industry  is 
small.  The  companies  that  comprise  it  are 
small  in  the  usual  meaning  of  small  busi- 
ness. Total  employees  in  the  wet  ground 
mica  industry  is  less  than  two  hundred. 
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Our  raw  material,  the  mineral  mica,  has 
exceptional  and  unique  properties.  It  is  the 
best  natural  electrical  insulator  known  to 
man.  Because  of  this  dielectric  property, 
mica  in  its  sheet  form  is  being  stockpiled 
by  the  Government  as  a  strategic  mate- 
rial. Mica  also  has  excellent  properties  of 
heat  resistance,  flexibility,  transparency 
and  perfect  basal  cleavage. 

Wet  Ground  Mica  is  a  very  finepowder-- 
about  the  consistency  of  a  lady's  face 
powder.  The  minute  particles  have  been 
split  to  less  than  a  micron  in  thickness  and 
from  two  to  fifty  microns  in  diameter.  It 
is  this  high  ratio  of  thickness  to  diameter 
that  gives  the  wet  ground  mica  particle 
its  platy  shape.  And  it  is  the  platy  shape 
that  differentiates  and  distinguishes  wet 
ground  mica  from  other  pigments. 

Through  the  years,  mica  has  been  used 
successively  as  a  heat  deterrent  in  grease, 
as  a  duster  in  the  rubber  tire  industry, 
and  for  its  sheen  effect  in  the  wallpaper 
and  coated  paper  industry.  For  various 
reasons,  each  of  these  markets  declined. 
The  industry  needed  new  markets.  Action 
was  taken  through  the  Association.  It  was 
decided  to  undertake  an  advertising  cam- 
paign promoting  the  use  of  mica  as  an 
extender  in  paint.  The  paint  field  was  chosen 
because  limited  research  by  individual 
members  on  mica  as  an  ingredient  of  paints 
had  produced  encouraging  results. 

Our  advertising  campaign  created  con- 
siderable interest  and  stimulated  sales.  It 
very  soon  became  apparent,  however,  that 
we  needed  authentic  and  specific  informa- 
tion. We  needed  to  know  what  quantities  to 
recommend  for  the  best  results.  A  research 
program  was  definitely  called  for. 

Individually,  our  member  companies  were 
too  small  to  afford  the  research  that  was 
so  badly  needed,  but  as  a  group,  by  pooling 
our  funds  in  an  Association-sponsoredpro- 
gram,  a  limited  amount  of  research  was 
possible.  We  thought  that  perhaps  a  grad- 
uate student  in  a  University  might  be  able 
to  make  some  studies  for  us  at  a  cost  the 
Association  could  afford. 

Our  secretary  contacted  paint  companies 
to  determine  which  universities  are  most 
highly  respected  in  the  field  of  paint  chem- 
istry. One  of  two  recommended  was  New 
York  University. 

NYU,  at  first,  was  reluctant  to  undertake 
such  a  small  project.  Finally,  after  deter- 
mining that  the  project  was  basic  research 
and  that  it  would  fit  in  with  their  program, 
they  agreed  to  undertake  it.  This  was  indeed 
a  happy  decision  for  our  industry. 


Since  its  beginning  in  1949,  our  program 
has  been  supervised  by  Dr.  Max  Kronstein, 
head  of  the  Surface  Finishes  Department, 
who  is  widely  known  and  respected  in  the 
paint  field.  He  works  very  closely  with 
our  Association.  At  eachmeeting,  he  reports 
on  progress  and  discusses  future  plans. 

Undergraduate  students,  working  part 
time,  perform  the  actual  experiments.  Dur- 
ing the  course  of  our  project,  fourteen 
students  have  worked  on  our  studies.  Most 
all  of  them  have  now  graduated.  They  are 
working  as  chemists  in  such  concerns  as 
Esso,  Shell,  Naugatuck  Chemical,  Glidden, 
General  Foods,  Monsanto  and  Standard  Oil 
of  California.  The  experience  these  boys 
gained  as  undergraduates  has  made  them 
more  valuable  as  employees.  This  could 
be  considered  an  example  of  small  busi- 
ness helping  big  business.  Our  industry 
also  gains.  To  have  chemists  familiar  with 
the  properties  of  our  product  in  these  large 
companies  is  of  tremendous  potential  value. 

Since  the  inception  of  our  program  at 
NYU,  our  Association  has  issued  thirty-one 
Technical  Bulletins  based  on  the  results  of 
this  research.  The  results  of  the  research 
have  determined  the  benefits  of  Wet  Ground 
Mica  in  a  number  of  different  paint  systems. 
These  systems  include  alkyd paints,  various 
types  of  latex  paints--for  indoor  and  out- 
door use--and  chlorinated  rubber  paints. 
The  studies  show  that  Wet  Ground  Mica 
increases  the  moisture  resistance  of  paints, 
increases  their  durability  and  improves 
their  reflectance. 

We  have  been  very  fortunate  that,  from 
the  beginning,  Dr.  Kronstein  has  taken  such 
an  interest  in  our  small  project.  In  addition 
to  his  reports  which  we  issue  as  Technical 
Bulletins,  he  has  written  a  number  of 
articles  for  trade  publications  based  on  our 
work,  at  technical  society  meetings.  These 
are  decided  plus  values  'which  have  in- 
creased the  acceptance  and  authority  of  our 
Bulletins.  That  we  have  gained  the  respect 
and  acceptance  of  the  paint  industry  is  at- 
tested by  the  volume  of  requests  for  Bul- 
letins. They  come  from  companies,  large 
and  small  from  the  four  corners  of  the 
earth:  New  Zealand,  the  Orient  and  Europe, 
as  well  as  the  Western  Hemisphere. 

The  obvious  question  is,  "Did  the  industry  * 
develop  a  new  market?  Did  the  research 
pay  off?"  Naturally,  we  wouldnot  have  con- 
tinued for  all  these  years  had  we  not  been 
satisfied.  However,  the  real  test  is  found  in 
the  actual  volume  of  Wet  Ground  Mica  sold 
to  the  paint  industry.  Since  1949,  when  the 
program    started,    the    sales    of  Wet  Ground 
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Mica  to  the  paint  industry  have  increased 
136%.  That  is  a  real  cause  for  satisfac- 
tion. 

The  project  is  continuing  because  we  feel 
that  only  the  surface  has  been  scratched. 
There  are  many  more  types  of  paints  to  be 
tested  for  different  properties. 

Based  on  our  experience,  we  can  heartily 
recommend    a    University    as    an   excellent 


source  of  reserach  for  small  business.  But, 
because  universities  are  better  equipped 
to  handle  large  projects  than  small  ones, 
I  am  afraid  that  our  case  is  an  exception. 
I  would  hope  that  that  exception  could  become 
more  the  rule,  for  the  facilities  andprestige 
of  university  research  are  indeed  a  great 
asset  to  those  businesses  privileged  to 
benefit  from  them. 


THE  TRADE  ASSOCIATION  AS  A  SOURCE  OF 

TECHNICAL  RESEARCH  AND  DEVELOPMENT  ASSISTANCE 

TO  SMALL  BUSINESS 


T.  E.  Veltfort,  Managing  Director 
Copper  and  Brass  Research  Association 
New  York,  N.  Y. 


In  discussing  technical  research  as  a 
trade  association  activity,  it  is  appropriate 
to  ask  two  questions: 

1.  Is  the  association  regarded  as  a  source 
of  authoritative  information  on  the  line 
of  business  (be  it  manufacturing,  trade 
or  service)  which  it  represents? 

2.  Does  the  industry  covered  by  the  as- 
sociation expect  to  maintain  or  advance 
its  position  in  today's  rapidly  expand- 
ing economy  ? 

If  the  anwer  to  these  questions  is  no,  the 
association  needs  no  technical  research--it 
might,  however,  have  to  become  familiar 
with  liquidation  procedures.  If  the  answer 
is  yes,  then  the  emphasis  on  technical  re- 
search in  the  association  shouldbe  as  strong 
as  the  affirmation  to  these  two  questions. 
A  modern  trade  association  consists  of  the 
firms  in  an  industry  working  together  co- 
operatively to  do  all  those  things  which  can 
properly  and  lawfully  be  done  in  behalf  of 
that  industry  and  those  dependent  on  it.  It 
draws  no  distinction  between  its  large  and 
its  small  members.  The  effectiveness  of  the 
association  depends  on  representation  by 
both  classes  in  its  government  and  their 
full  cooperation  in  all  of  the  association's 
activities.  Realistically,  however,  the  ac- 
tivities of  the  association  and  the  results 
obtained  are  apt  to  be  of  more  direct  bene- 
fit to  the  small  members  than  to  the  large, 
if  for  no  other  reason  than  that  the  large 
members  usually  have  sufficient  resources 
to  carry  on  considerable  research  on  their 
own,  if  they  have  to.  Their  benefits,  however, 
stem  from  a  broader  pooling  of  brainpower 
than  any  one  company,  no  matter  howlarge. 


can  provide,  and  from  a  share  in  the  general 
improvement  of  the  industry's  position 
which  is  bound  to  result  from  the  associa- 
tion's research  activities.  The  alert  trade 
association  executive,  also,  soonlearns  that 
no  one  concern  in  any  industry  has  a 
monoply  of  brains,  and  that  the  sparks  of 
genius  may  glow  just  as  brightly  in  the  small 
company  as  in  the  large.  This  we  should 
understand,  so  that  we  can  take  it  for 
granted  without  further  mention  that  what 
the  modern  trade  association  accomplishes 
in  the  way  of  technical  research  is  of  definite 
help  and  value  to  small  business. 

The  field  of  association  research  is  broad 
indeed.  Research,  after  all,  is  merely  dili- 
gent inquiry  to  obtain  information  which  is 
needed.  It  is  organized  or  scientific  research 
if  it  is  methodically  pursued.  Broadly  speak- 
ing, there  are  three  general  classes  of  re- 
search which  interest  the  trade  association: 
economic,  social  science  and  technical.  The 
first  two  we  can  dismiss.  They  coverphases 
of  association  work  such  as  market  research 
and  motivation  studies.  Technical  research 
is  in  a  class  by  itself.  It  brings  to  bear  on 
the  problems  at  hand  the  various  fundamental 
sciences,  such  as  physics,  chemistry, 
biology  and  mathematics,  and  applied  sci- 
ences, such  as  engineering  and  medicine. 
It  can  be  basic,  that  is  pure  or  fundamental, 
with  the  object  primarily  to  add  to  the  store 
of  knowledge  on  the  subject,  without  any 
specific  application  in  view.  Examples  are 
the  current  broad  research  in  nuclear 
phenomena  and  in  corrosion.  Or  it  can  be 
applied  research  with  a  specific  objective 
such   as    a   new   product,   process  or  device 
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or  the  improvement  of  the  old.  Such  re- 
search might  be  for  example,  for  a  cotton 
bail  binder,  a  new  synthetic  fabric  or  a 
tougher  freight  car  wheel.  These  two  types 
of  research  are  not  necessarily  exclusive 
and  one  can  quite  readily  lead  into  the  other. 

Theoretically,  the  association  would  seem 
to  be  the  logical  place  for  basic  research; 
the  development  of  a  store  of  solid  scientific 
knowledge  on  which  more  practical  and  di- 
rectly applicable  research  and  development 
can  be  based  either  by  the  association  or  its 
individual  members.  In  a  number  of  As- 
sociations this  is  recognized.  For  instance, 
the  American  Petroleum  Institute  has  for 
many  years  been  carrying  on  basic  research 
on  the  constitution  of  petroleum  and  the 
properties  of  its  components. 

The  day-to-day  benefits  to  its  members, 
small  as  well  as  large,  are  obvious  from 
the  resulting  enormous  strides  which  have 
been  made  in  the  utilisation  of  this  vital 
commodity.  But  on  the  whole,  much  remains 
to  be  done  to  convince  associationmembers 
that  basic  research  has  its  direct  practical 
rewards  as  well  as  a  good  public  relations 
value,  and  that  in  spite  of  its  apparently 
altruistic  aspects,  its  ultimate  benefits  to  the 
industry  can  be  exceedingly  large.  As  it  is, 
however,  trade  associations  generally  con- 
cern themselves  with  applied  research-- 
definitive,  closed-end  projects  whichhavea 
specific  objective  and  for  which  the  time 
and  money  required  can  be  estimated  with 
some  degree  of  certainty. 

To  what  extent  are  trade  associations 
engaged  in  technical  research?  Battelle 
Memorial  Institute  in  a  survey  made  for  the 
National  Science  Foundation,  applicable  to 
year  of  1953,  found  that  of  the  2,417  re- 
sponses of  4,417  organizations  classified  as 
trade  associations,  391  or  16.2%  actively 
supported  research  to  the  extent  that  they 
could  report  specific  expenditures  for  this 
activity.  Of  these,  383  spent  $12,464,000 
specifically  on  technical  research  and  de- 
velopment. Of  this,  about  75%  was  for  ap- 
plied research.  It  is  estimated  that,  in  1957, 
with  more  associations  entering  this  field, 
perhaps  $20  million  of  research  will  be 
undertaken.  This  is  a  considerable  sum,  but 
quite  small  compared  with  the  estimated 
$7  to  $8  billion  which  industry  as  a  whole 
will  probably  spend  for  research  this  year. 

It  should  be  pointed  out,  however,  that 
the  Battelle  survey  somewhat  understates 
the  participation  of  trade  associations  in 
technical  research.  Many  associations  carry 
on  such  research  without  attempting  to 
segregate   the    expenditures    involved.  They 


may  arrange  to  exchange  technical  infor- 
mation among  members,  organize  a  group 
or  committee  of  technical  experts  from  the 
industry  and  even  undertake  a  certain 
amount  of  outside  testing  and  investigative 
work,  without  classifying  this  as  financially 
"supporting6'  technical  research.  That  this 
is  so,  is  indicated  by  a  study  made  by  the 
U.  S.  Chamber  of  Commerce  in  1955  in  which 
it  found  that,  of  634  responding  trade  asso- 
ciations, 46%  listed  technical  research  as 
one  of  their  activities. 

However  this  may  be,  it  is  clear  that  trade 
associations  have  not  been  utilized  as  much 
as  they  should  be  in  this  field.  It  must  be 
recognized,  of  course,  that,  for  many  rea- 
sons, a  large  proportion  of  technical  re- 
search is  of  such  a  specialized  nature  that 
the  individual  company  will  want  to  carry  it 
on  solely  under  its  own  control.  On  the  other 
hand,  it  is  a  fair  assumption  that  much  of 
the  research  carried  on  by  individual  com- 
panies could  more  effectively  and  economi- 
cally be  done  through  the  pooled  resources 
of  the  association  to  the  distinct  advantage 
of  every  one  concerned. 

Now  how  does  technical  research  develop 
in  a  trade  association  andhowis  ithandled? 
If  the  two  questions  posed  at  the  beginning 
of  this  paper  are  answered  in  the  affirma- 
tive, then  technical  research  is  apt  to  de- 
velop as  a  matter  of  course,  somewhat  in 
the  following  fashion.  Inquiries  for  technical 
information  are  increasingly  referred  to  the 
association  office.  Many  of  these  are  an- 
swerable from  the  store  of  information  which 
has  been  gathered  by  the  association  staff, 
Sooner  or  later,  however,  consultation  with 
experts  among  the  members  or  with  outside 
sources  will  be  required.  In  the  natural 
course  of  events,  it  will  be  found  convenient 
to  have  a  panel  or  committee  of  technical  ex- 
perts selected  from  the  membership  to  con- 
sider the  more  difficult  question.  This, 
incidentally,  demonstrates  the  efficacy  of 
bringing  to  bear  on  important  technical 
problems  the  combined  brain  power  and  ex- 
perience of  a  group  of  experts.  But  even 
these,  in  our  rapidly  developing  technology, 
may  find  themselves  stumped  as  technical 
problems  not  encountered  before  arise. 
Then  an  investigation  will  become  neces- 
sary. This  may  be  made  by  the  association 
staff,  guided  by  the  technical  committee. 
It  may  possibly  be  supplemented  by  tests 
conducted  by  the  association  or  a  testing 
laboratory. 

As  problems  of  a  more  complicated  nature 
arise,  special  research  may  be  neces- 
sary,   and    consideration  must  be    given   to 
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how  the  research  can  best  be  done.  Various 
means  are  at  the  group's  disposal:  assign- 
ment of  the  project  to  one  or  more  of  the 
members'  laboratories;  setting  up  an  as- 
sociation research  laboratory;  using  a  com- 
mercial or  engineering  laboratory;  con- 
tracting with  a  private  research  institution; 
placing  the  project  in  an  educational  in- 
stitution; or  utilizing  the  varied  facilities 
available  in  government  departments  and 
agencies.  Each  of  these  has  certain  ad- 
vantages and  disadvantages  depending  on  the 
nature  of  the  project  and  the  financial  re- 
sources available  to  the  association.  The 
National  Science  Foundation  Survey  pre- 
viously referred  to,  indicates  that  while 
the  largest  amount  of  technical  research 
funds  in  1953  were  spent  in  associations* 
own  laboratories,  most  of  the  projects  were 
carried  on  in  educational  institutions.  A 
somewhat  lesser  number  of  projects  and 
expenditures  were  accredited  to  private  re- 
search institutions.  Considerably  less  com- 
mon were  research  projects  in  government 
facilities,  members'  laboratories,  and  com- 
mercial laboratories. 

Once  technical  research  has  become  es- 
tablished as  a  regular  association  activity, 
it  should  be  carefully  planned  and  super- 
vised by  a  committee  of  experts  drawn 
from  the  membership.  The  membership  of 
the  committee  should  be  representative  of 
the  membership  of  the  association  as  a 
whole,  by  territory,  si^e.productor  service 
and  other  characteristics.  Such  a  committee 
should  develop  the  scope  of  each  project, 
determine  where  it  can  best  be  carried  on, 
budget  its  cost,  meticulously  follow  its 
progress  and  evaluate  its  results.  It  must 
secure  the  confidence  of  the  governing  board 
of  the  association  and  of  the  members,  if  it 
is  to  avoid  the  futility  of  endless  planning 
with  little  or  no  performance. 

A  few  decisions  as  to  general  policy  are 
desirable  as  an  association  really  swings 
into  technical  research.  One  of  these  is  that 
such  research  should  not  be  undertaken 
merely  because  research  is  a  desirable 
association  activity.  Unless  the  actual  need 
for  research  can  be  demonstrated,  it  will 
not  receive  the  wholehearted  support  of  the 
association  members  necessary  for  suc- 
cess. On  the  other  hand,  once  research 
under  the  guidance  of  a  competent  commit- 
tee has  been  proved  effective  in  providing 
the  solution  to  real  problems  in  the  indus- 
try, so  many  situations  are  apt  to  arise 
which  call  for  research  that  the  question 
will   become  one  of  selection  limited  by  the 


resources  of  the  association,  rather  than 
whether  there  is  any  need. 

Another  policy  which  it  is  desirable  to 
establish  is  the  general  scope  of  the  re- 
search to  be  undertaken  by  the  association. 
Generally,  such  research  should  be  limited 
to  problems  of  industry-wide  significance. 
The  specific  day-to-day  problems  en- 
countered by  individual  members  in  the 
ordinary  course  of  their  own  business  and 
which  have  no  general  application  are,  as  a 
rule,  not  a  proper  field  for  association  re- 
search. The  association  staff  can  be  helpful, 
though,  even  in  this  regard,  by  circulating 
technical  information  and  advising,  if  re- 
quested, on  sources  of  information. 

Finally,  there  is  the  question  of  financing 
association  research.  The  most  desirable 
procedure  is  to  pay  for  research  out  of 
regular  association  funds  and  include  it  in 
the  general  budget.  That  would  be  in  keeping 
with  the  industry-wide  concern  with  re- 
search. Sometimes,  however,  urgent  proj- 
ects arise  which  cannot  be  provided  for  in 
the  regular  budget.  They  may  then  have  to 
be  financed  by  special  assessment.  If  pos- 
sible, all  members  should  participate  in 
such  assessments,  in  order  to  preserve  the 
effective  ' *one-for-all  and  all-for-one"  at- 
titude where  the  welfare  of  the  industry  as 
a  whole  is  involved.  That,  however,  may  be 
difficult  or  impracticable  where  a  project 
concerns  only  a  segment  of  the  industry. 
In  such  a  case  the  assessment  may  have  to 
be  limited  to  the  group  directly  concerned. 
Nevertheless,  from  the  association's  view- 
point, it  would  be  desirable  over  a  period 
of  time  to  have  a  sufficient  variety  of  such 
special  projects  covering  different  seg- 
ments of  the  industry,  so  that  ultimately  it 
could  be  demonstrated  that  in  the  long  run 
all  the  members  gain  from  association 
research  and  it  therefore  might  as  well  be 
paid  for  by  all  the  members.  A  frequent 
danger  of  segregating  research  expense  and 
allocating  it  to  the  different  groups  in  the 
association  directly  concerned,  is  that  such 
a  procedure  tends  to  break  the  association 
into  discrete,  autonomous  segments  which 
may  ultimately  prevent  harmonious  work  by 
and  for  the  association  as  a  whole. 

Some  associations  carry  on  their  research 
through  a  separate,  affiliated  organization 
financed  through  contributions,  dues,  serv- 
ice fees  or  other  charges  for  the  research 
work  done.  Where  patents  result  from  re- 
search, an  arrangement  may  be  made  to 
finance  continued  research  through  royalties 
received  from  patentlicenses.  Occasionally 
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it  is  possible  to  finance  research  through 
voluntary  contributions  from  the  members 
particularly  interested,  although  this  in 
general  would  seem  to  be  a  rather  precarious 
device  where  the  research  covers  an  exten- 
sive period  of  time.  Endowments  and  Gov- 
ernment or  private  grants  are  occasionally 
available  to  finance  research,  but  generally 
these  are  more  likely  to  be  made  to  tech- 
nical and  professional  organizations  than  to 
trade  associations.  Finally,  and  quite  im- 
portantly, where  the  interest  in  the  research 
may  extend  beyond  a  particular  industry,  the 
financial  burden  may  be  considerably  eased 
by  making  the  project  an  inter-industry  un- 
dertaking. 

Having  outlined  technical  research  as  a 
trade  association  activity,  perhaps  it  might 
be  desirable  to  give  a  few  examples  from 
the  many  available,  that  embody  one  or 
more  of  the  points  made  above.  These 
examples  carry  no  particular  connotation  of 
unusual  or  extraordinary  research  activity, 
meritorious  as  they  unquestionably  are. 
They  were  selected  because  they  afford  a 
representative  view  of  the  varied  valuable 
work  done  by  trade  associations  in  the  field 
under  discussion. 

A  booklet  published  by  the  Scientific  Ap- 
paratus Makers  Association  entitled  "Qual- 
ity Control  and  Research,"  with  the  sig- 
nificant subheading  "insure  your  product  in 
tomorrow's  market,"  is  an  instructive 
booklet  on  laboratory  control,  research  and 
development  for  smaller  American  busi- 
nesses. It  indicates  how  much  the  small 
business  can  take  advantage  of  quality  con- 
trol and  general  research  to  improve  its 
product,  extend  its  markets  and  discredit 
the  idea  that  such  activities  are  necessarily 
so  expensive  as  to  be  possible  for  large 
concerns  only. 

The  American  Dry  Milk  Institute,  in  order 
to  increase  the  use  of  nonfat  dry  milk  solids 
in  bakeries,  developed  the  so-called  ADMI 
Stable  Ferment  Process  for  commercial 
production  of  bread  and  other  yeast  raised 
foods  using  an  increased  percentage  of  non- 
fat dry  milk  solids.  The  process  has  numer- 
ous production  and  economic  advantages  for 
the  baker  and  assures  an  exceptionally  good 
leaf  of  bread  with  greater  consumer  appeal. 
This  association  reports  that  the  "benefits 
are  far-reaching,  encompassing  the  baker 
who  will  produce  better  bread  more  eco- 
nomically--the  consumer  who  will  enjoy 
bread  that  is  improved  physically  and 
nutritionally  at  no  increase  in  cost- -the 
"dairy  equipment  manufacturer  who  has  new 
opportunities    in   the   bakery   field- -the    dry 


milk  manufacturer  who  is  assured  of  an  ex- 
panded market  for  his  product." 

In  the  summary  of  its  report  to  the  1955 
Award  Committee  of  the  American  Society 
of  Association  Executives,  the  Naphthenate 
Preservative  Institute,  stated  that  its  report 
on  its  technical  program  "shows  how  a 
group  of  small  manufacturers  was  able 
through  cooperative  action  to  obtain  re- 
search and  development  service  far  beyond 
the  reach  of  any  one  of  them  individually. 
In  spite  of  limited  finances,  they  were 
enabled  to  keep  abreast  of  technological 
advances  and  improve  the  serviceability  of 
their  products. 

This  association  has  as  its  members  a 
dozen  or  more  small  companies  engaged  in 
producing  copper  naphthenate  and  zinc 
naphthenate  for  controlling  decay  and  insect 
destruction  in  a  wide  range  of  divergent 
articles  varying  from  telegraph  poles  to 
camouflage  netting,  tent  poles  and  fish  nets. 
Its  annual  budget  was  under  $50,000. 

In  order  to  inform  its  members  of  the 
enormous  volume  of  research  available  to 
them,  the  American  Association  of  Nursery- 
men sponsored  in  1955  a  survey  of  research 
of  interest  to  the  nursery  industry.  This 
survey  was  designed  to  determine  the  type, 
nature  and  location  of  research  projects 
under  way  or  just  completed,  which  are  of 
interest  to  the  various  groups  of  the  nursery 
industry.  Details  of  approximately  one 
thousand  specific  research  projects  were 
compiled.  The  results  of  this  survey  not 
only  opened  a  rich  bank  of  research  results 
to  the  members  of  the  nursery  industry, 
but  it  also  created  increased  interest  in 
research  institutions  and  agencies  in  the 
problems  of  nurserymen. 

The  National  Cotton  Compress  and  Cotton 
Warehouse  Association,  through  its  Re- 
search and  Engineering  Committee,  in  co- 
operation with  Government,  private 
agencies,  equipment  manufacturers  and  its 
members,  has  assured  definite  progress 
toward  converting  cotton  warehousing  from 
a  manual  labor  operation  to  a  largely 
mechanized  process.  This  has  been  vitally 
necessary  to  the  members  of  this  industry 
to  meet  the  problems  of  dwindling  labor 
supply,  increasing  costs  and  the  need  for 
greater    speed   in    storing   the  cotton  corps. 

The  Malleable  Founders'  Society  engages 
in  a  great  many  cooperative  research  proj- 
ects on  a  rather  modest  scale.  Such  re- 
search activities  are  in  the  charge  of  the 
Society's  Research  and  Technical  Council. 
A  number  of  highly  valuable  projects  have 
been   completed   which  enable  the  members 
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of  this  industry,  most  of  whom  are  "small 
business",  to  meet  today's  exacting  de- 
mand of  the  metal  industry.  Many  of  the 
projects  are  carried  on  by  individual  mem- 
bers of  the  Society,  in  cooperation  with  its 
Research  and  Technical  Director.  As  an 
example  of  the  economy  to  the  small  com- 
pany, is  a  project  on  gating  costing  perhaps 
$50,000,  for  which  the  share  of  a  small 
company  was  of  the  order  of  $400  or  $500 
over  a  period  of  about  three  years. 

The  members  of  the  Railroad  Wheel  As- 
sociation vary  from  small  business  to 
relatively  big  business.  But  even  for  the 
latter,  the  wheel  manufacturing  portion  is 
small  in  relation  to  their  total  business. 
The  biggest  responsibility  of  this  associa- 
tion is  quality  control  which  is  effected  by 
a  mandatory  requirement  of  membership 
that  the  final  inspection  of  the  product  be  in 
the  hands  of  the  Inspection  Department  of 
the  Association,  which  has  inspectors  lo- 
cated at  each  member  plant. 

Besides  this,  the  research  work  carried 
on  in  the  association  laboratory  has  resulted 
in  general  improvement  in  the  quality  of 
chilled  car  wheels  and  the  development  of 
new  types  of  wheels  superior  even  to  the 
improved  chilled  car  wheel.  Another  con- 
tribution has  been  the  solution  of  problems 
arising  in  one  or  two  plants  which  might 
sooner  or  later  occur  in  others ,  and  making 
the  solution  available  to  all.  States  the 
President  of  the  Association:  "In  prac- 
tically all  cases  these  smaller  companies 
depend  on  us  to  assist  and  guide  them  in 
keeping  their  manufacturing  process  up  to 
date  and  the  quality  of  their  product  on  a 
par  with  the  larger  companies  having  more 
than  one  plant,  and  hence  be  able  to  justify  a 
somewhat    higher    grade    of    supervision." 

A  research  project  has  been  completed 
by  The  Elastic  Fabric  Manufacturers  In- 
stitute on  elastic  webbing  for  men's  under- 
wear, in  order  to  enable  its  members  to 
produce  a  webbing  which  would  not  lose  its 
elasticity.  The  research,  which  was  origin- 
ally contracted  to  the  Fabric  Research 
Laboratories,  an  independent  agency,  was 
later  carried  to  completion  in  the  Institute's 
own  laboratory.  To  assure  satisfactory 
laundering  of  the  improved  webbing,  the  co- 
operation of  the  American  Institute  of 
Laundering  was  obtained.  The  research  led 
to  a  minimum  performance  standard  which 
has  exercised  a  gratifying  influence  on  the 
manufacture  of  elastic  webbing  for  men's 
and  boy's  shorts,  assuring  satisfactory  per- 
formance quality. 

Mr.  Wiebush,  Director  of  Research  of  the 


National  Institute  of  Drycleaning,  reports: 
"As  you  know,  drycleaning  in  general 
is  small  business.  Of  our  8,500  members, 
hardly  any  one  can  be  considered  big  busi- 
ness men.  Even  the  largest  drycleaning 
business  is  a  small  business  when  com- 
pared with  the  usual  manufacturing  enter- 
prise. Our  average  member,  if  there  is  such 
a  thing,  employs  possibly  5.,  6  or  8  people 
and  many  of  them  get  by  with  less  than  that. 

"Drycleaners  engage  in  a  busines  s  which 
cuts  across  many  technical  fields  such  as 
textiles,  dyestuffs,  solvents,  machinery, 
packaging,  and  many  others.  Here  at  the 
Institute,  our  technical  staff  keeps  abreast 
of  technical  literature,  patents,  new  products 
and  processes,  and  anything  else  which  has 
any  bearing  upon  the  drycleaning  industry. 
We  circulate  such  information  to  our  mem- 
bers by  means  of  regular  technical  bulletins  , 
textbooks,  and  other  appropriate  means.  We 
also  conduct  research  of  our  own.  The 
research  projects  which  we  carry  out  are 
projects  which  are  designed  to  give  us  a 
better  understanding  of  the  problems  of  the 
drycleaning  industry,  and  to  accumulate 
information  which  we  can  disseminate  to 
our  members  to  enable  them  to  keep  abreast 
of  technical  developments." 

The  American  Meat  Institute  has  done  an 
outstanding  job  of  research  through  its 
American  Meat  Institute  Foundation  at  the 
University  of  Chicago.  Among  the  valuable 
results  obtained,  for  instance,  has  been  the 
finding  of  a  new  anti-oxidant  for  lard,  the 
use  of  which  protects  the  keeping  quality  of 
lard  so  that  it  can  be  kept  on  the  cupboard 
shelf  instead  of  in  the  refrigerator  and  will 
keep  as  long  as  any  highly-advertised, 
long-keeping  vegetable  fats.  In  addition,  the 
anti-oxidant  is  low  in  cost  and  has  the 
valuable  property  of  carrying  through  to 
protect  the  quality  of  the  products  made 
from  the  lard  containing  it.  This  is  especially 
important  in  the  case  of  commercially  baked 
cookies  and  crackers  which  sometimes  do 
not  reach  the  consumer  as  promptly  perhaps 
as  the  manufacturer  would  like.  "  This  anti- 
oxidant" states  Mr.  Hardenburgh,  President 
of  the  Institute,  "is  used  by  hundreds  of 
packers  throughout  the  country,  both  large 
and  small." 

In  its  own  well  equipped  laboratory,  The 
National  Crushed  Stone  Association  investi- 
gates many  problems  involving  the  use  of 
crushed  stone,  including  research  in  such 
fields  as  aggregates,  concrete,  bituminous 
mixtures,  railroad  ballast,  trickling  filters 
and  pavement  design.  Special  investigations 
are   made   for   members    on    request.    Field 
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engineers  disseminate  among  the  members 
research  information  and  consult  with  them 
regarding  their  problems.  Through  its  Jour- 
nal and  Engineering  Bulletins  the  results  of 
the  research  carried  on  by  the  Association 
as  well  as  other  technical  information  of 
interest  and  value  to  the  members  of  the 
industry  are  made  available  to  the  members 
as  well  as  to  users  of  crushed  stone. 

In  another  field,  Mr.  Massey,  Managing 
Director  of  the  Gas  Appliance  Manufacturers 
Association  states: 

"The  gas  industry,  under  the  auspices  of 
the  American  Gas  Associationhas  been  very 
actively  engaged  in  gas  utilization  research 
well  over  two  decades.  While  the  cost  of 
research  has  been  underwritten  by  the  gas 
utility  members  of  the  American  Gas  As- 
sociation, our  members  have  been  very 
closely  associated  with  all  phases  of  the 
program.  In  the  first  place,  all  members  of 
GAMA  are  also  members  of  the  AGA  since 
this  automatically  takes  place  when  they 
become  members  of  GAMA.  All  members  of 
GAMA  who  manufacture  gas  appliances 
therefore  receive  without  cost,  research 
publications  relating  to  these  products.  Ad- 
ditionally, the  various  technical  advisory 
groups  who  supervise  the  conduct  of  this 
research  from  its  inception  to  its  comple- 
tion are  comprised  of  men  of  whom  approxi- 
mately one -half  are  gas  appliance  manu- 
facturer members  of  GAMA." 

He  adds,  in  reference  to  a  long  list  of 
AGA  laboratories  research  publications, 
that  many  of  the  studies  covered  are  of  a 
broad  and  fundamental  nature  and  are  such 
that  they  could  not  have  been  undertaken  as 
individual  projects  by  many  of  the  small 
appliance  manufacturers.  He  continues :  "In 
fact,  one  of  the  basic  concepts  underlying 
the  conduct  of  this  research  is  that  the 
results  of  the  research  be  such  that  an 
individual  appliance  manufacturer  could  use 
the  findings  developed  to  serve  as  a  stepping 
stone  for  the  final  application  research  which 
each  manufacturer  could  apply  to  his  prod- 
uct." 

He  then  gives  as  an  example  the  research 
on  Fundamentals  of  Heat  Transfer  in  Domes- 
tic Gas  Furnaces.  "The  scope  of  this  par- 
ticular research  project,"  he  explains, 
"was  so  broad  and  the  nature  of  the  studies 
undertaken  so  complex,  that  many  of  the 
smaller  manufacturers  would  not  be  in  a 
position  from  the  standpoint  of  time  and 
money,  to  undertake  such  an  investigation." 

Many  additional  examples  could  be  cited 
to  illustrate  the  comprehensive  work  which 
trade  associations  are  doing  in  research  and 


development  to  aid  the  members  of  their 
respective  industries.  The  time  left  does 
not  allow  me  to  outline  the  considerable 
technical  research  work  which  has  been  done 
by  my  own  association  and  its  beneficial 
effects  on  the  industry  and  those  dependent 
on  it.  I  trust,  however,  that  Ihavebeen  able 
to  demonstrate  how  effectively  trade  as- 
sociation with  technical  research  activities 
can  serve  its  members,  particularly  the 
small  members. 

The  field  for  added  technical  research  and 
development  work  by  trade  associations  is 
an  extensive  one  indeed.  It  is  important  that 
the  small  business  realize  what  its  trade 
association  can  do  to  help  it  in  this  field. 
Recourse  of  small  business  should notbe  an 
appeal  to  Government  when  the  trade  as- 
sociation provides  a  means  of  selfhelp. 
Supreme  Court  Justice  Felix  Frankfurter 
once  said,  "Government  as  a  rule  under- 
takes no  service  or  regulation  except  after 
private  agencies  have  proved  themselves 
incapable  or  unwilling." 

If  American  business  is  to  carry  on  in 
the  time-honored  tradition  of  selfhelp,  its 
trade  associations  should  be  capable  and 
willing  to  assume  their  share  of  the  enor- 
mous potential  technical  research  and  de- 
velopment work  inherent  in  our  explosive 
technological  advance. 

Case  History:    Trade  and  Industrial 
Associations 

John  J.  Hamel,  Jr. , 
Executive  Director 

National  Renderers  Asso- 
ciation 

I  will  talk  to  you  about  a  trade  associa- 
tion which  had  the  frightening  experience 
of  observing  the  near-liquidation  of  its 
industry,  followed  by  the  phenomenal  good 
fortune  to  benefit  from  a  technical  research 
program.  It  was  the  first  research  under- 
taken by  the  association.  The  amount  of 
money  involved  was  shamefully  small  and 
the  time  miraculously  short  until  we  bene- 
fited from  the  program.  The  benefits  should 
more  properly  be  compared  to  winning  the 
Irish  Sweepstakes  than  to  the  result  of 
careful  planning  and  the  long,  concentrated 
study  involved  in  most  research  efforts. 

The  National  Renderers  Association  was 
organized  in  1933.  It  represents  small 
business  enterprises—many  of  which  were 
not  only  small  in  size  but  in  mental  attitude 
toward  their  own  special  troubles.  Our 
industry  has  sanitation  and  odor  problems, 
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therefore  it  often  tries  to  hide  in  remote 
suburban  locations.  I  suppose  that  habit 
encouraged  us  to  hide  from  our  own  prob- 
lems. 

We  were  organized  for  the  specific  pur- 
pose of  supporting  the  duty  and  domestic 
processing  tax  on  imported  coconut  oil. 
These  duties  and  taxes  were  enacted  and 
we  were  pleased.  But  we  should  not  have 
been  for  the  action  was  almost  our  death 
warrant. 

The  rendering  industry  produces  inedible 
tallow,  grease  and  animal  protein,  which 
we  call  Meat  Meal.  Our  raw  materials  are 
obtained  from  meat  processing  plants  and 
wholesale  and  retail  meat  dealers  who  do 
not  have  equipment  to  process  valuable 
by-products.  Most  packing  houses  have 
their  own  "inedible"  department. 

Rendering  is  an  old  industry,  and  for 
years  its  customers  were  soap  companies 
for  tallow  and  grease  and  the  fertilizer 
and  mixed  feed  industry  for  our  tankage 
and  meat  meal.  From  the  soap  factories 
came  a  further  by-product,  glycerine,  which 
has  found  increasing  use  in  industry.  And 
during  war-time  glycerine  has  always  been 
in  great  demand,  rising  in  price  when  the 
price  was  not  controlled.  This,  in  turn, 
caused  high  prices  for  tallow. 

This  wide  price  fluctuation  for  their 
basic  domestic  commodity,  plus  duty  and 
processing  tax  on  coconut  oil  (a  necessary 
component  of  good  soap)  was  a  prime  and 
compelling  incentive  to  the  soap  industry 
to  find  a  more  suitable  substitute  for 
tallow.  What  their  program  cost  and  how 
long  it  was  under  .way,  I  do  not  know.  I  do 
know  it  was  successful.  We  had  rumors  of 
progress  but,  as  an  industry,  Tenderers 
closed  their  ears  because  it  was  bad  news 
which  we  did  not  want  to  hear. 

In  1949,  the  cleaning  agents  made  from 
petro-chemicals,  called  synthetic  deter- 
gents, hit  the  consuming  market  in  volume. 
They  were  well  received.  Our  industry  was 
in  trouble.  Prices  dropped  from  27\<r  in 
January,  1948  to  4}£  in  April,  1949--and 
we  had  no  margin  of  profit.  In  some  cases 
we  did  not  recover  even  the  cost  of  opera- 
tion. 

Many  schemes  were  offered, --Govern- 
ment price  support,  payment  from  munici- 
palities for  performing  a  public  sanitary 
service,  and  charging  meat  dealers  a  fee 
for  handling  their  perishable  by-products. 
As  was  to  be  expected,  no  agreement  on  a 
course  of  action  could  be  reached. 

Our  association  office  had  been  in  Wash- 
ington   since    its    organization.     The    office 


kept  the  membership  informed  of  any  legis- 
lation or  regulation  that  would  affect  our 
operations,  conducted  an  annual  convention 
held  most  often  in  Chicago,  and  aided  with 
annual  meetings  in  our  nine  regional  areas. 
Dues  were  rather  informal,  being  specified 
as  $100  for  small  companies  and  $200  for 
large.  Our  annual  budget  was  in  the  range 
of  $20,000  to   $25,000. 

In  1948,  at  the  suggestion  of  the  American 
Meat  Institute  Foundation  and  for  want  of 
another  program  to  keep  members  in- 
terested, the  Directors  authorized  $5000 
to  join  with  the  American  Meat  Institute 
for  a  study  of  the  value  of  animal  fats  and 
protein  in  poultry,  hog  and  cattle  feeds.  At 
about  the  same  time,  The  Eastern  Utiliza- 
tion Branch  of  the  Agriculture  Research 
Service  in  Philadelphia  contracted  for  a 
study  in  animal  fats  alone.  Results  were 
encouraging.  The  feed  industry  was  in- 
terested because  fat  was  a  source  of  high 
energy.  They  wanted  to  evaluate  this  in 
their  search  for  new  formulas  which  would 
produce  a  pound  of  bird  with  less  feed  in  a 
shorter  time.  Another  reason  for  their 
interest  was  that  the  price  of  animal  fats 
was  low  because  of  surplus  production  due 
to  our  displacement  from  the  soap  kettle. 
The  Korean  War  caused  a  rise  in  price  of 
tallow  which  was  short-lived.  The  prices 
declined  again  to  a  low  of  3t£  in  May  of 
1953. 

But  by  this  time  progress  was  so  ad- 
vanced in  the  study  of  fats  in  feeds  that 
actual  use  was  beginning  and  we  could 
advertise  and  disseminate  the  results  of 
the  studies.  This  occurred  at  the  same 
time  as  exports  to  European  and  Asian 
countries  increased.  Fats  in  feeds  did  not 
take  up  all  the  slack  at  once.  First,  the  use 
was  at  the  rate  of  100  million  pounds  per 
year,  then  increased  steadily  to  200  to  300, 
and  now  approaches  400  million  pounds  per 
year. 

So,  increased  exports  combined  with 
increased  use  of  fats  in  feeds  has  caused 
prices  to  be  higher  than  at  any  time  for  the 
past  ten  years  except  for  a  period  in  1947- 
48  when  price  ceilings  were  removed  and 
the  pressure  of  pent-up  war  demand  sent 
tallow  to  27 'j'r  per  pound  high. 

In  1953,  when  we  had  dared  to  breathe 
and  found  ourselves  to  be  still  alive  as  an 
industry,  we  began  to  take  steps  to  prevent 
a  recurrence  of  our  near-disaster. 

We  raised  dues  and  increased  our  mem- 
bership. We  now  collect  an  amount  that  has 
a  relationship  to  gross  sales.  Our  budget 
was     increased     steadily    from     $25,000    to 
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$125,000.  Our  goal  next  year  is  $150,000 
and  in  the  foreseeable  future,  $750,000. 
We  moved  our  office  from  Washington  to 
Chicago  to  be  located  centrally.  We  wanted 
to  keep  our  operating  expenses  as  low  as 
possible.  Then  we  began  a  definite  and 
sincere  effort  to  sponsor  nutritional  and 
other  research  to  uncover  new  and  expanded 
uses.  We  started  with  The  Eastern  Utiliza- 
tion Research  and  Development  Division  of 
the  Agricultural  Research  Service, 
Uo  S.  D.  A.  It  appeared  that  we  could  get 
excellent  value  for  our  money  there  because 
we  were  matching  our  dollars  paid  for 
salaries  and  supplies  with  their  overhead 
and  supervision.  Our  first  project  was  in 
1953.  We  expanded  as  rapidly  as  money 
became  available  and  projects  of  promise 
were  decided  upon.  Today  we  have  the 
following  programs: 

1.  Basic  research  in  tallow  at  the 
U.  S.  D.  A.  in  Philadelphia  and  Midwest 
Research  Institute  in  Kansas  City;  a  simi- 
lar program  at  each  institution  on  animal 
proteins;  a  study  carried  on  at  Midwest 
Research  Institute  on  continuous  splitting 
of  fat  which,  if  successful,  would  reduce 
costs  and  improve  quality--particularly  of 
the  glycerine  recovered. 


2.  Nutritional  studies  on  animal  proteins 
at:  the  University  of  Arkansas,  University 
of  California,  North  Carolina  State  College, 
State  College  of  Washington,  and  the  Ameri- 
can Meat  Institute  Foundation. 

3.  Nutritional  studies  on  animal  fats  at: 
North  Carolina  State  College,  State  College 
of  Washington,  and  the  American  Meat 
Institute  Foundation. 

We  have  a  total  of  twelve  projects  costing 
about  $100,000  a  year.  In  addition,  we  spend 
an  amount  equal  to  10%  to  20%  of  our 
research  budget  for  advertising  and  public 
relations  on  a  program  to  inform  present 
and  potential  customers  of  work  we 
are  doing  and  our  accomplishments  to 
date. 

An  odd  feature  of  our  program  is  that 
none  of  the  hoped-for  results  of  our  re- 
search could  be  utilized  commercially  by 
our  industry  members  with  the  exception 
of  one  concern.  All  the  improved  or  new 
processes  and  products  would  have  to  be 
adopted  to  commercial  use  by  fatty  acid 
plants  or  chemical  and  feed  plants.  But  we 
are  not  too  concerned  about  that.  To  pro- 
tect our  present  investments  we  intend  to 
search  for  new  products  and  new  markets 
no  matter  who  benefits  financially. 


OUTSIDE  RESEARCH  AND  DEVELOPMENT  ORGANIZATIONS 

Harold  Vagtborg,  President 
Southwest  Research  Institute  and  Southwest  Foundation  for  Research  and  Education 

San  Antonio,  Texas 


The  purpose  of  this  discussion  is  to 
cover  a  group  of  organizations  available 
for  technical  service  to  small  business, 
namely,  outside  research  and  development 
organizations.  This  terminology  is  used 
in  the  program  for  an  extensive  group 
of  organizations  that  will  be  covered 
here. 

These  may  be  listed  as  follows: 

Commercial  Testing  Laboratories 

Technical  Consultants 

Consulting  Laboratories 

College  and  University  Research  Insti- 
tutes and  Foundations 

Independent  Research  Institutes  and 
Foundations 

Industry  Cooperative  Research  Institutes 


Commercial  Testing  Laboratories 

A  typical  commercial  testing  laboratory 
is  an  organization  that  has  staff  and  facili- 
ties chiefly  for  the  testing  and  inspection 
of  materials  and  products  of  all  types. 
However,  they  are  included  in  this  dis- 
cussion because  a  number  of  them  do  some 
research  and  development  work  for  clients. 

It  is  also  important  to  bring  this  group 
to  the  attention  of  small  business  because 
they  are  often  the  first  point  of  contact 
with  outside  research  and  development, 
there  being  such  a  large  number  of  them 
well  distributed  throughout  the  United 
States.  A  small  business  man  will  often 
find    a    laboratory   of   this    group    closer   to 
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his  home  base  than  a  laboratory  of  any  of 
the  other  groups.  There  are  about  500 
such  laboratories  and  branch  offices 
throughout  the  country,  and  they  can  be 
readily  identified  in  the  yellow  pages  of 
the  phone  book  of  any  city  of  reasonable 
size. 

Sixty-seven  of  them,  including  some  of 
the  best  known,  have  associated  themselves 
in  an  organization  called  American  Council 
of  Independent  Laboratories,  Inc.  These 
67  firms  maintain  116  laboratories  and 
branches  in  80  cities  in  35  states. 

These  laboratories  offer  to  business 
men,  on  a  fee  basis,  a  variety  of  technical 
services  dealing  with  specifications,  qual- 
ity control,  inspection,  production  prob- 
lems, and,  in  some  cases,  new  product 
and  process  development. 

Technical  Consultants 

This  category  of  outside  research  and 
development  help  would  normally  be  in- 
cluded with  the  following  category,  Con- 
sulting Laboratories,  except  that  we  are 
referring  to  a  large  number,  and  a  geo- 
graphically well-distributed  group,  of 
consultants  who  do  not  maintain  labora- 
tories, but  who  render  a  very  useful 
service  to  industry,  both  large  and  small, 
through  their  advice  and  counsel.  Many 
of  them  operate  as  individuals  and  have  a 
very  specific  area  of  specialization.  They 
generally  serve  several  clients  on  a  long- 
range  basis,  and  counsel  on  matters  re- 
lating to  their  manufacturing  processes  or 
products.  They  interpret  scientific  prog- 
ress and  change,  and  thereby  help  guide 
business  men  in  meeting  competitive  situ- 
ations and  in  planning  for  the  future. 

Consulting  Laboratories 

Consulting  laboratories  may  be  defined 
as  those  organizations  that  maintain  staff 
and  facilities  to  render  a  research  and 
development  service  to  industry  on  a 
professional- service  basis.  They  are 
usually  organized  as  partnerships  or  cor- 
porations with  staffs  comprising  highly- 
skilled  and  experienced  scientists  and 
engineers,  and  maintain  laboratories  of 
varying  size  and  scope  of  activity  to  serve 
a  clientele  in  research  and  development 
problems. 

These  organizations  operate  on  policies 
that  have  the  best  interests  of  the  client 
in  mind.  Patents  that  may  develop  in  the 
course     of     a     program     for    a    client    are 


assigned  to  the  client  and  all  work  is 
carried  forward  on  a  confidential  basis. 
A  newly-proposed  project  competitive  to 
one  already  under  way  is  not  undertaken, 
and  the  work  is  generally  referred  to 
another  laboratory.  Each  program  is  a 
subject  of  an  agreement  that  provides  for 
charges  for  the  work,  and  the  client  has 
the  option  of  discontinuing  the  work  on 
reasonable  notice.  Very  often  work  is 
discontinued  on  the  recommendation  of 
the  laboratory  if  it  does  not  appear  that 
the  outlook  for  favorable  results  is  prom- 
ising. In  other  words,  the  client  has  the 
same  advantage  in  working  with  such  or- 
ganizations as  he  would  if  the  work  were 
done  in  his  own  laboratory. 

These  laboratories  are  often  employed 
by  small  businesses  as  their  exclusive 
laboratory,  and  by  the  large  corporations 
having  laboratories  of  their  own  for  special 
types  of  programs  or  to  get  what  is  often 
termed,  "the  fresh  approach"  without  the 
distractions  of  day-to-day  operations  of 
company  laboratories.  Many  of  the  con- 
sulting laboratories  go  beyond  strictly 
technical  services  such  as  product  and 
process  research  and  development,  and 
engage  in  techno-economics,  plant  location 
studies,  market  surveys  and  trends,  as 
well  as  related  fields. 

There  are  over  100  such  organizations 
in  the  United  States.  One  hundred  and  one 
have  associated  themselves  in  the  Associa- 
tion of  Consulting  Chemists  and  Chemical 
Engineers,  Inc.  Although  the  name  of  this 
association  emphasizes  chemistry,  it  is 
pointed  out  that,  included  in  this  member- 
ship, are  a  large  number  of  firms  equally 
concerned  with  all  other  fields  of  applied 
research.  In  fact,  a  number  of  them  em- 
phasize fields  other  than  chemistry.  These 
101  firms  maintain  146  laboratories  and 
consulting   offices    in  66  cities  in  21   states. 

In  passing,  it  is  well  to  mention  that 
"Scientific  Research  in  Industry",  a  re- 
port prepared  for  the  National  Science 
Foundation  by  Galaxy,  Inc.,  shows  that,  in 
1955,  there  were  7449  engineers  and  scien- 
tists with  6273  supporting  personnel  for  a 
total  of  13,722  people  working  in  673 
consulting  laboratories  and  commercial 
testing  laboratories. 

College  and  University  Research  Institutes 
and  Foundations 

As  colleges  and  universities  were  re- 
quested more  and  more  by  industry  to 
assist    in     research    problems,     it    became 
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apparent  to  many  of  these  institutions  that 
a  formal  organization  of  some  kind  was 
desirable  to  represent  the  institution 
properly  in  its  relationships  with  many 
types  of  research  sponsors.  There  was, 
also,  the  difficult  problem  of  what  to  do 
with  patentable  results  and  publication 
rights.  To  meet  this  situation,  many  of  our 
colleges  and  universities  have  in  recent 
years  created  affiliated  nonprofit  research 
institutes  or  foundations,  operated  under 
the  administration  of  the  university.  Gen- 
erally speaking,  these  research  institutions 
are  placed  under  a  Director  who  establishes 
contact  with  industry  and  other  grant-giving 
research  agencies,  and,  with  faculty  coor- 
dination, undertakes  research  projects. 
Agreements  for  these  projects  cover  patent 
policies  and  publication  rights  as  well  as  a 
definition  of  the  objective  of  the  program, 
estimates  of  cost  and  related  details. 

What  characterizes  most  of  this  type  of 
research  and  development  organization  is 
the  fact  that  advanced  students  often  are 
employed  under  the  direction  of  aprofessor 
who  devotes  part  of  his  time  to  the  activi- 
ties of  the  research  institute,  and  this 
combination  is  supplemented  by  full-time 
scientists  and  engineers. 

There  are  approximately  40  such  college 
and  university  affiliated  research  institutes 
and  foundations  in  the  United  States  today, 
varying  in  staff  size  from  a  few  people  to 
two  hundred  or  more. 

Independent  Research  Institutes  and 
Foundations 

With  respect  to  operations,  the  inde- 
pendent research  institutes  and  foundations 
can  be  thought  of  as  a  combination  of  the 
private  consulting  laboratory  and  the  col- 
lege and  university  research  institutes 
and  foundations.  They  are  organized  as 
not-for-profit  corporations  or  trusts  dedi- 
cated to  the  public  interest  as  scientific 
institutions.  These  organizations,  of  which 
there  are  nine  in  the  United  States,  are 
distinguished  from  the  college  and  univer- 
sity type  of  research  institute  in  that  the 
"independents"  have  their  own  trustees 
and  governors,  who  serve  without  compen- 
sation in  the  public  interest,  as  they  would 
as  trustees  or  governors  of  a  college  or 
university.  Three  of  the  independent  re- 
search institutes  are  closely  affiliated  with 
universities,  but  have  sufficient  autonomy 
to  be  considered  independent.  The  other 
six  have  no  university  affiliation,  and  five 
of   these   nine    were   organized  and  financed 


by  rather  large  numbers  of  business  and 
professional  men  who  were  interested  in 
having  an  independent  research  organiza- 
tion of  an  institutional  type  serving  par- 
ticularly their  geographic  area  of  the 
country. 

These  nine  institutions,  as  well  as  the 
forty-odd  college  and  university  research 
institutes  and  foundations,  have  policies  of 
operation  with  respect  to  their  research 
project  sponsors  that  are  somewhat  com- 
parable to  the  policies  of  the  consulting 
laboratories.  However,  since  they  are  tax- 
exempt  organizations,  they  have  an  obliga- 
tion to  do  more  than  merely  work  on 
sponsored  research  and  development,  and 
the  record  shows  that  this  group  of  institu- 
tions has  done  more  than  any  other  group 
of  research  and  development  organizations 
to  promote  the  concept  with  the  general 
public  that  economic  development  comes 
from  the  use  of  science  and  technology. 
Further,  they  do  a  great  deal  of  work  in  the 
public  interest  such  as  underwriting  and 
conducting  research  programs  relating  to 
public  welfare  and  also  on  behalf  of  "un- 
born" industries.  Results  of  this  work  are 
made  available  to  the  public  through  publi- 
cations, seminars  and  conferences  to  which 
the  public  are  invited.  These  organizations 
do  a  great  deal  to  stimulate  interest  in 
research  and  in  scientific  education.  In  a 
number  of  instances,  they  maintain  fellow- 
ship programs. 

"Scientific  Research  In  Industry",  a 
report  prepared  for  the  National  Science 
Foundation,  shows  that,  in  1955,  there 
were  4646  engineers  and  scientists  with 
5357  supporting  personnel  for  a  total  of 
10,003  people  working  in  51  research  in- 
stitutes encompassing  both  the  independents 
and  the  college  and  university  research 
institutes. 

Industry  Cooperative  Research  Institutes 

This  group  is  defined  as  that  type  of 
research  institute  created  by  specific  in- 
dustries for  the  purpose  of  not  only  conduct- 
ing research  of  a  basic  and  applied  nature 
on  the  problems  of  the  industry  but  also, 
equally  important,  to  train  technologists 
for  the  industry.  Those  established  by  the 
paper,  gas,  and  textile  industries  are  par- 
ticularly noteworthy,  and  in  order  to  give 
graduate  degrees  in  education,  all  of  them 
are  affiliated  with  advance  degree -granting 
educational  institutions.  With  respect  to 
research,  their  normal  pattern  is  to  work 
on     fundamental     research    programs    that 
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will  benefit  the  entire  industry,  and  to  do 
specific  applied  research  programs  for 
their  members.  They  accept  projects  from 
non-member  companies  outside  the  in- 
dustry when  it  appears  that  the  research 
would  benefit  their  particular  industry. 
Their  policies  of  operation  are  much  like 
those  of  the  research  institutes,  and  their 
limited  sphere  of  interests  has  developed 
each  of  these  institutions  to  become  out- 
standing research  and  education  centers 
for  their  particular  industry.  They  are 
nonprofit  organizations,  deriving  their  in- 
come from  annual  membership  payments, 
as  well  as  from  fees  for  specific  research 
programs  for  member  and  non-member 
companies. 

From  the  foregoing,  it  is  obvious  that 
the  small  business  man  has  available  to 
him  many  organizations  that  can  serve  him 
in  an  almost  unlimited  range  of  technical 
investigation  from  a  simple  test  of  mate- 
rials he  uses,  or  products  he  produces,  to 
a  most  profound  and  long-range  research 
and  development  program.  In  other  words, 
he  has  available  to  him  all  of  the  facilities 
he  needs  on  a  basis  that  offers  all  the 
advantages  he  would  get  from  his  own 
research  department,  and  at  fees  for 
services  that,  considering  realistic  over- 
head costs,  are  as  economical  or  in  most 
cases  more  economical  than  having  his 
own  research  department. 

The  startling  fact  is  that  the  small 
business  man,  generally  speaking,  does 
not  seem  to  recognize  the  importance  of 
research  and  development  and  that  there 
is  such  a  broad  variety  of  research  and 
development  organizations  available  to  him. 
It  is  the  speaker's  considered  opinion,  after 
having  studied  and  worked  on  this  matter 
for  a  period  of  twenty  years,  that  the 
whole  problem  is  not  so  much  lack  of 
information  as  to  the  availability  of  out- 
side research  services,  but  a  lack  of 
realization  of  the  importance  of  research 
and  development  to  his  business.  If  the 
small  business  man  better  appreciated  the 
importance  of  research  and  development 
and  considered  it  essential  to  his  business, 
it  would  seem  logical  that  he  could  quickly 
learn  the  who,  what,  and  where  about  out- 
side research  and  development  organiza- 
tions. 

In  this  connection,  it  is  interesting  to  note 
from  the  Ernest  L.  Loen  pre-Conference 
survey  that  small  business  men  list,  in 
order  of  importance,  as  factors  essential 
to  the  success  of  their  business,  "finance" , 
"personnel",  "sales",  with  "research  and 


development"  in  fourth  and  last  place.  On 
the  other  hand,  big  business,  considering 
the  problems  of  small  business,  places 
research  and  development  first  in  order  of 
importance  to  success  of  small  business. 
In  this  connection  it  is  pertinent  to  quote 
Dr.  Charles  F.  Kettering  who  once  said, 
"Big  business  is  big  today  because  it  did 
research  when  it  was  small." 

Surveys  made  to  prepare  for  this  Con- 
ference dealt  with  the  subject,  "what 
small  business  and  big  business  consider 
the  problems  of  small  business  to  be."  In 
order  to  bring  another  slant  to  this  con- 
ference, the  speaker  made  a  survey  of 
what  outside  research  and  development 
organizations  thought  of  small  business, 
what  might  be  done  to  stimulate  small 
business  to  recognize  the  importance  of 
research  and  development,  how  to  use  it, 
and  where  to  find  it. 

This  survey  took  the  form  of  a  ques- 
tionnaire sent  to  approximately  fifty 
research  and  development  organizations. 
The  results  of  this  survey  will  be  reported 
item  by  item,  covering  the  ten  questions 
asked. 


QUESTION  ONE:  What  procedures  do 
you  use  to  let  Small  Business  know  of 
your  services? 

From  the  answers  it  is  evident  that  every 
known  mechanism  of  publicizing  outside 
research  and  development  services  has 
been  used  in  one  form  or  another.  It  is 
obvious  from  the  answers  that  small  busi- 
ness can  readily  find  a  suitable  outside 
testing  or  research  and  development  or- 
ganization if  he  has  the  interest  to  look  for 
it.  However,  it  is  obvious  from  the  answers 
that  many  of  the  outside  research  and 
development  organizations  could  do  more 
in  the  way  of  informing  small  business  of 
the  advantages  of  research  and  develop- 
ment. The  speaker  hopes  that  one  of  the 
results  of  this  Conference  will  be  to  stim- 
ulate an  educational  program  in  this  area 
and  as  part  of  that  program,  encourage 
some  of  the  research  and  development 
organizations  to  recognize  that  an  educa- 
tional job  is  needed  and  that  they  can 
contribute  much  to  it. 


QUESTION  TWO:  What  problems  have 
you  experienced  in  your  relationships  with 
small  business? 
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The  many  answers  to  this  question  can 
be  summarized  by  one  respondent,  "Lack 
of  understanding  of  costs  of  research,  time 
required,  and  fact  that  research  is  syn- 
onymous of  success."  Another  answer  that 
is  worth  noting  is,  "Generally  an  impatience 
with  the  time  element  in  research.  Lack  of 
most  businesses  to  regularly  budget  re- 
search and  development.  Lack  of  long-range 
planning  for  new  products.  Wish  to  market 
before  thorough  testing  of  new  products 
under  operating  conditions."  A  third  an- 
swer which,  together  with  the  other  two, 
summarize  all  answers  on  this  question  is 
the  following:  "Lack  of  a  qualified  man  in 
a  small  business  firm  to  understand  and 
act  on  results." 


QUESTION  THREE:  What  in  you  opinion 
is  the  general  reaction  of  small  business 
to  the  costs  of  research  and  development 
in  an  independent  laboratory? 

In  summarizing  the  answers  to  this  ques- 
tion it  is  obvious  that  most  of  the  respond- 
ents feel  that  Small  Business,  not  knowing 
their  own  costs,  consider  outside  services 
expensive.  Overhead  costs  are  not  often 
appreciated,  and  in  several  cases  respond- 
ents had  experiences  where  it  was  indicated 
that  results  were  to  be  guaranteed  or  no 
pay.  One  answer  that  seems  to  summarize 
general  opinion  on  this  question  is  the 
following:  "Most  small  businesses  do  re- 
search and  development  in  engineering  and 
marketing  without  any  idea  of  how  much 
they  spend  in  such  work  as  it  does  not  show 
in  accounting,  being  charged  off  to  other 
accounts.  Any  'outside'  expenditure  seems 
like  a  huge  addition  to  budget  even  though  it 
may  replace  inefficient  research  and  de- 
velopment expense." 


QUESTION  FOUR:  Do  you  have  any  spe- 
cial services  for  Small  Business  or  way  of 
handling  representatives? 

The  question  was  posed  to  determine  if 
outside  research  and  development  organiza- 
tions have  some  kind  of  a  special  plan  of 
interesting  small  business  in  their  research 
services  or  give  any  special  attention  to  a 
small  business  service  program.  From  the 
answers  it  appears  that,  in  most  cases  of 
commercial  testing  and  consulting  labora- 
tories, the  feeling  seems  to  be  that,  since 
they  are  professional  organizations,  there 
might    be    a    question    of    ethics     in    strong 


promotional  efforts  directed  toward  small 
business  or  any  other  size  business.  On 
the  other  hand,  one  prominent  industrial 
research  firm  has  developed  a  unique  and 
successful  program  for  a  counseling  serv- 
ice to  small  business.  This  program  is 
limited  to  a  geographical  area  so  that 
travel  expenses  and  time  is  at  a  minimum, 
and  a  fixed  modest  monthly  fee  for  a  mini- 
mum of  six  months  is  charged.  This  serv- 
ice gives  its  users  a  close  association  with 
research  and  development  and  a  continuing 
flow  of  information  and  counsel  as  to 
opportunities  and  new  products  and  proc- 
esses. The  agreement  can  be  renewed 
period  by  period,  and  any  program  that  is 
undertaken  requiring  laboratory  facilities 
and  added  staff  is  the  subject  of  a  special 
and  side  agreement. 


QUESTION  FIVE:  Do  you  charge  a  fee 
for  discussing  with  a  representative  of  a 
small  business  his  problem  and  the  feasi- 
bility of  solution? 

This  question  was  askedbecause,  through 
the  years,  the  speaker  had  been  told  by 
representatives  of  small  business  that  they 
couldn't  go  near  an  outside  research  and 
development  organization  for  even  a  dis- 
cussion of  a  problem  without  being  charged 
for  the  time  involved.  This  survey  shows 
conclusively  that  not  one  responding  lab- 
oratory makes  any  charge  in  these  cases. 


QUESTION  SIX:  In  general  terms  what 
experience  have  you  had  in  going  through 
the  plant  of  a  small  business  operation  and 
pointing  out  where  research  and  develop- 
ment may  be  beneficial? 

This  question  was  asked  primarily  to 
determine  the  extent  to  which  outside  re- 
search and  development  organizations 
attempt  to  demonstrate  to  Small  Business 
specific  cases  where  savings  could  be 
realized  in  an  operation.  In  other  words 
it  suggests  a  very  logical  and  specific  way 
of  demonstrating  to  Small  Business  the  way 
research  and  development  works. 

The  answers  to  this  question  vary  greatly 
as  this  procedure  is  not  in  general  prac- 
tice, but  in  those  cases  where  it  is,  the 
respondents  thought  it  was  a  good  and  use- 
ful procedure.  Typical  answers  are  the 
following:  "Like  the  procedure  but  do  not 
have  many  chances  to  practice  it."  "Like 
the    idea  but   it   only   works  with  the  Presi- 
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dent."  "Small  Business  seems  to  have 
greater  confidence  in  its  own  knowledge  of 
technology,  law,  and  everything  else  than 
does  large  business.'*  "Often  keen  interest 
but  cost  of  any  improvement  always  in  the 
forefront." 


QUESTION  SEVEN:  Do  you  encourage 
this  type  of  thing?  Is  the  idea  well  received 
or  resisted?  What  is  the  general  situation 
with  respect  to  fees  for  this  type  of  serv- 
ice? 

Again,  this  series  of  questions  which,  in 
turn,  relate  to  number  six,  were  asked  to 
explore  more  specifically  the  area  where 
the  relations  between  small  business  and 
outside  research  and  development  organi- 
zations might  break  down. 

A  composite  of  the  answers  to  these 
questions  would  state  that  outside  research 
and  development  organizations  which  en- 
courage this  type  of  thing,  the  idea  is  not 
particularly  well  received  by  small  busi- 
ness, and  that  the  research  organizations 
do  not  make  any  charge  for  a  plant  inspec- 
tion with  suggestions  for  improvements 
unless  some  specific  request  for  improve- 
ment is  involved  in  the  original  arrange- 
ment for  the  plant  visit. 

One  respondent  remarked  with  respect  to 
his  experience  that,  "Many  small  busi- 
nesses have  exaggerated  ideas  of  the 
uniqueness  of  their  process  and  the  value 
of  their  trade  secrets."  Another  com- 
mented that  the  idea  is  well  received  by 
small  business  but  they  expect  advice  for 
improvements  on  a  free  basis  because  they 
are  accustomed  to  free  service  from  their 
suppliers. 


QUESTION  EIGHT:  What  policies  do  you 
have  that  you  feel  are  attractive  to  small 
business  ? 

All  of  the  answers  show  conclusively 
that  outside  research  and  development  or- 
ganizations have  geared  their  policies  to  be 
professionally  ethical  and  to  give  to  the 
small  business  man  the  same  advantage  as 
if  the  organizations  were  part  of  his  own 
private  research  and  development  labora- 
tory. The  answers  stress  the  conducting  of 
a  program  in  confidence,  patentable  results 
accruing  to  the  client,  not  undertaking  a 
study  unless  there  is  a  better  than  50-50 
chance  of  success,  discussing  a  problem 
without    obligation,    the    "fresh    approach", 


and  the  willingness  to  undertake  exceedingly 
small  projects. 

One  respondent  stated  that  in  order  to 
relieve  the  client  of  part  of  the  cost  he  is, 
in  some  cases,  willing  to  do  the  work  on  a 
basis  of  "profit  sharing  in  the  development 
in  lieu  of  part  of  the  fee." 

QUESTION  NINE:  What  methods  can  you 
think  of  in  addition  to  those  being  used  to 
interest  small  business  in  the  services  of 
independent  laboratories  ? 

Generally  speaking,  the  answers  to  this 
question  indicate  that  more  organized  con- 
certed effort  by  outside  research  and  de- 
velopment organizations  would  be  helpful 
as  well  as  concerted  effort  on  the  part  of 
local  and  state  Chambers  of  Commerce  in 
making  it  a  point  to  themselves  understand 
the  value  of  research  and  development  to 
small  business  and  to  bring  to  the  attention 
of  small  business  on  a  continuing  basis  the 
value  of  research  and  development  and 
where  and  how  to  get  it. 

Some  of  them  feel  that  the  Small  Business 
Administration  can  do  more  in  the  way  of 
providing  published  material  representa- 
tive of  all  of  the  outside  research  and 
development  groups.  They  recognize  that 
some  of  this  has  already  been  done,  but 
feel  that  the  efforts  should  be  materially 
expanded  as  an  educational  program.  Such 
a  program  should  not  only  provide  more 
information  on  the  types  and  locations  of 
outside  research  and  development  organi- 
zations available  to  small  business,  but 
equally,  if  not  more  important,  case  his- 
tories which  demonstrate  what  research 
and  development  is  doing  for  small  business 
where  it  is  used  and  understood. 

One  suggestion  that  is  worth  noting  is 
that  the  Small  Business  Administration 
could  initiate  a  program  of  bringing  to- 
gether groups  of  small  businesses  having 
common  problems  that  could  be  solved  as 
a  cooperative  effort  in  a  research  and 
development  organization,  particularly  in 
the  many  cases  where  trade  association 
laboratories  do  not  exist. 

QUESTION  TEN:  What  comments  can 
you  add  to  help  this  presentation  in  devel- 
oping a  better  understanding  on  the  part  of 
small  business  as  to  the  benefits  of  the 
services  of  independent  laboratories? 

This,  of  course,  is  the  $64,000  question 
and     is    one    of   the    important   objectives    of 
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this  whole  Conference.  No  one,  as  yet, 
seems  to  have  the  answer.  Replies  to  this 
question  show  almost  unanimous  opinion 
among  research  and  development  organiza- 
tions that,  more  important  than  answering 
the  problem  of  small  business  in  finding 
laboratories  is  the  matter  of  having  small 
business  better  understand  the  value  of 
research  and  development  as  an  important 
factor  in  their  survival  and  growth.  Several 
specific  answers  that  may  be  of  interest 
are  the  following:  "Small  business  should 
consider  the  consultant  as  a  member  of 
his  staff--a  consultant  advisor--not  a  deci- 
sion maker."  "Research  and  development 
is  indispensable  to  growth- -outside  organi- 
zations can  produce  R&D  results  for 
Small  Business  faster  and  at  less  cost." 
"Point  out  hidden  costs  of  research  and 
development—where  research  and  develop- 
ment runs  one  to  five  man  years  or  less, 
an  outside  laboratory  is  most  economical." 
In  conclusion,  the  speaker  would  like  to 
say  that  all  references  to  small  business 
as  well  as  those  of  respondents  to  the 
questionnaire  are  to  the  composite  whole-- 
98  per  cent  of  all  manufacturing  establish- 
ments in  the  United  States,  or  over  280,000 
of  them.  Many  of  these  have  been  outstand- 
ing examples  of  how  to  profit  and  grow  with 
research  and  development,  and  their  case 
histories,  brought  to  the  attention  of  their 
fellows,  may  well  be  the  "spark"  that  is 
needed  to  start  a  move  toward  a  good 
understanding  of  the  value  of  research  and 
development   by    small  business  in  general. 

Case  History:   Outside  Research  and  De- 
velopment Organizations 

Carleton  H.  Bunker,  Presi- 
dent 
Diamond  Expansion  Bolt 

Company,  Inc. 
Garwood,  N.  J. 
This  is  the  story  of  a  successful  product 
development  carried  out  cooperatively  by 
the  Diamond  Expansion  Bolt  Company  and 
the  consulting  organization  of  Arthur  D. 
Little,  Inc.  We  are  a  company  of  about  250 
employees  and  thus  well  within  the  definition 
of  a  small  business  as  used  here. 

What  Was  the  Problem  ? 

To  give  you  a  picture  of  our  situation  in 
early  1954--we  were  operating  successfully 
with  a  complete  line  of  fasteners  for 
masonry  and  hollow  walls,  but  had  not  come 
up  with   a   new  product   for  many  years.  At 


that  time,  a  competitive  product,  manu- 
factured by  a  company  set  up  solely  for  its 
manufacture,  was  growing  in  popularity 
and  our  customers  were  asking  us  to  supply 
their  requirements  for  this  type  of  fastener. 
The  competitor's  c ompany  was  not  available 
for  purchase,  so  we  decided  to  develop  an 
equivalent  product. 

Why  Couldn't  the  Problem  be  Solved 
Internally  ? 

Attempts  were  made  to  come  up  with  a 
new  design,  but  the  creative  engineering 
talent  we  had  was  not  adequate  to  solve  the 
problem.  Our  company  was  not  organized 
for  a  product  development  program  of  any 
magnitude.  The  problem  was  complex  since 
it  involved  avoiding  patents  pertaining  to 
this  type  of  fastener. 

How  Was  the  Consultant  Located  ? 

In  seeking  information  on  outside  product 
development,  I  asked  our  patent  attorney 
for  suggestions.  He  had  attended  a  luncheon 
in  New  York  put  on  by  Arthur  D.  Little, 
Inc.,  to  explain  its  services,  and,  on  the 
basis  of  what  he  had  heard,  suggested  that 
I  visit  Arthur  D.  Little  in  Cambridge, 
Massachusetts.    I    did    in    August    of   1954. 

What  Was  the  Approach  to  the  Assignment  ? 

I  met  with  a  senior  engineer  of  the  Engi- 
neering Division  and  several  of  his  as- 
sociates in  the  Mechanical  Design  and 
Development  Section.  One  of  these  men 
felt  that  there  were  some  possibilities  and 
requested  several  days  to  think  the  problem 
over.  After  a  week  or  two,  his  ideas  seemed 
promising  enough  to  suggest  to  me  that  he 
felt  that  there  was  a  chance  of  success  if 
Diamond  Expansion  Bolt  was  willing  to 
gamble  $3500  for  two  months*  work  to 
provide  for  a  first-phase  problem  study. 
A  letter  proposal  from  Arthur  D.  Little 
for  this  initial  study  was  accepted  in 
October,  1954.  Incidentally,  we  were  told 
by  ADL  that  our  problem  was  easier  to 
attack  than  most  because  we  knew  just 
what  we  wanted. 

How  Did  the  Preliminary  Study  Work  Out  ? 

The  ideas  of  ADL's  engineer  were  used 
as  basis  for  a  handmade  model  of  a  fastener 
which  did  not  appear  to  infringe  on  any  of 
the  existing  patents  and  which  came  close 
to  our  requirements.  This  first  trial  was 
brought  to   our  offices    and  discussed  with 
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me  and  our  technical  staff.  During  this 
brainstorming  session,  one  of  our  engi- 
neers, on  seeing  the  model,  developed  a 
new  concept  of  design  for  this  fastener. 
The  ADL  people  tell  me  that  this  is  a 
frequent  occurrence  when  they  bring  new 
ideas  to  a  group  which  has  previously 
struggled  with  a  problem.  This  new  con- 
cept was  referred  back  to  ADL  for  further 
study  and  development.  The  final  design 
included  many  new  features  having  real 
advantages  over  the  competitive  product. 
The  competitive  product  was  made  of  three 
pieces  welded  together  and  tapped  in  a 
separate  operation.  Our  product,  dubbed 
the  "WING-DING,"  was  finally  made  as 
one  piece  produced  in  a  single  stamping 
operation,  including  the  coining  of  the 
threads.  Furthermore,  our  new  product 
required  a  smaller  hole  than  the  com- 
petitive item. 

Our  patent  attorney  was  consulted  re- 
garding the  patentability  of  this  design  and 
advised  that  it  had  considerable  pos  sibility. 
ADL  volunteered  to  help  us  with  the  patent 
application  and  advised  us  that  any  patent 
which  might  be  granted  would  be  our  prop- 
erty. The  ADL  engineer  who  had  developed 
the  device  and  our  patent  attorney  drew 
up  an  application.  After  the  application 
was  filed,  the  ADL  man,  our  attorney  and 
I  appeared  before  the  examiner  in  Washing- 
ton and  were  able  to  demonstrate  the  ad- 
vantages of  this  design  with  the  result 
that  a  patent  was  granted  containing  eight 
claims. 

How  Was  the  Final  Result  Accomplished? 

At  the  completion  of  Phase  I,  we  entered 
into  a  new  continuing  contract  with  ADL 
at  $2000  per  month  maximum.  The  detailed 
design  of  the  bolt  was  completed  and  the 
necessary  production  machinery  worked 
out     by     revising     several    standard    com- 


ponents. This  included  equipment  for  as- 
sembling the  bolts  and  anchors  and  rejecting 
imperfect  parts.  The  equipment  was  first 
assembled  and  tested  at  the  Cambridge 
laboratory,  then  installed  in  our  plant. 
Production  was  begun  on  May  26,  1956, 
and  has  been  satisfactory.  We  have  since 
added  two  additional  sizes,  the  last  an- 
nounced to  the  trade  last  week.  We  now 
feel  our  range  is  complete  with  these  three 
sizes,  which  can  be  usedin  wall  thicknesses 
from  l/l6"  to  1-1/4".  Our  competitor 
makes  his  product  in  nine  sizes.  We  feel 
that  this  puts  us  in  a  strong  competitive 
position. 

Our  advertising  campaign  is  being  ex- 
panded to  concentrate  on  the  new  item  and 
indications  are  that  the  money  invested 
for  consulting  services  will  be  justified 
by  the  returns  on  this  product.  Beyond 
this,  the  effect  of  having  a  saleable  new 
item  added  to  our  line  and  the  demonstra- 
tion of  our  ability  to  develop  such  a  product 
has  been  a  real  morale  booster  for  our 
sales  and  production  people. 

What  General  Observations  Have  Been 
Made  on  Consulting  Services? 

During  the  course  of  the  work  a  close 
personal  working  relationship  has  been 
built  up  between  ADL's  engineer  and  myself. 
I  have  come  to  regard  him  as  a  member  of 
my  staff.  This  has  led  to  our  continuing 
use  of  ADL's  services  in  connection  with 
the  additional  sizes  and  modifications  of 
the  "WING-DING"  and  the  development  of 
new  manufacturing  methods  and  improve- 
ment in  other  products.  This  personal 
relationship,  based  on  mutual  confidence 
and  cooperation,  has  not  only  been  important 
to  the  success  of  the  project,  but  also 
has  been  a  pleasant  and  stimulating  ex- 
perience. 


OTHER  SOURCES  OF  TECHNICAL  INFORMATION:  TRADE  PUBLICATIONS, 
PROFESSIONAL  SOCIETIES,  TECHNICAL  LIBRARIES 

Joseph  C.  Shipman,  Director 

Linda  Hall  Library  of  Science  and  Technology 

Kansas  City,  Missouri 


The  least  common  denominator  of  my 
subject  is  the  Technical  Library;  for,  in 
turning     to    either    Trade     Publications     or 


Professional  Societies  for  assistance  in 
development  and  research,  the  library  is 
very    likely    to    be    the    intermediary,     and 
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the  general  information  center  through 
which  the  Trade  Publications  and  Pro- 
fessional Societies  funnel  their  services 
and  assistance.  "Trade  Publications"  and 
"Professional  Societies,"  in  this  context, 
refer  chiefly  to  published  information  deal- 
ing with  research  and  development,  appear- 
ing as  Journals,  Bulletins,  Scientific  Pro- 
ceedings, Pamphlets,  Trade  Catalogues  and 
Directories,  Standards  and  Specifications. 
The  spread  and  bulk  of  this  kind  of  in- 
formation indicates  that  only  libraries  can 
collect  and  organize  it,  and  make  it  readily 
available  to  the  individual  who  needs  it. 
That  trade  and  professional  society  publi- 
cations can  provide  research  and  develop- 
ment assistance  to  small  business  is  hardly 
the  question.  The  problem  is  more  likely 
to  be  a  matter  of  an  "embarrassment  of 
riches."  Scientific  periodical  and  serial 
literature,  to  which  trade  publications  and 
the  publications  of  the  professional  societies 
belong,  have  grown  to  tremendous  propor- 
tions in  the  last  fifty  years.  It  is  estimated 
that,  in  1955,  there  appeared  more  than 
1  3/4  million  articles  in  more  than  30,000 
journals,  of  which  some  expert--probably 
self-appointed--has  said,  "three  quarters 
of  a  million  articles  in  15,000  journals  are 
worth  preserving." 

In  the  field  of  Chemistry  alone,  Chemical 
Abstracts  indexes  and  abstracts  more  than 
7000  journals.  A  hundred  years  ago  there 
were  several  chemists,  including  Remsen 
in  this  country,  who  were  reputed  to  keep 
up  with  every  article  published  in  the 
world's  chemical  journals.  Today  it  has 
been  calcuated  that  if  a  man  were  to 
devote  his  entire  time  to  reading  the 
chemical  literature,  and  were  to  spend 
eight  hours  a  day,  five  days  a  week,  for 
an  entire  year, --at  the  end  of  this  time, 
he    would    be    ten    years    behind    schedule. 

All  of  this  stems  from  the  fact  that  science 
and  technology  are  overwhelmingly  cumula- 
tive subject  areas.  The  sum  total  of  knowl- 
edge in  these  fields  is  based  upon  millions 
of  contributions,  one  upon  the  other,  across 
the  years.  This  is  the  strength  of  the 
structure,  and,  at  the  same  time,  its 
weakness.  Our  problem  becomes  not  so 
much  a  matter  of  determining  whether 
certain  information  is  available,  but  rather 
where  it  is  and  how  to  find  it.  There  are 
countless  instances  of  duplication  of  effort, 
and  waste  of  time  resulting  from  either 
the  innate  difficulty  of  finding  pertinent 
literature  on  a  scientific  and  technical 
subject,  or  from  the  natural  impatience 
of    the     scientific     and    technical    man   with 


so  tedious  a  matter  as  literature  searching. 
I  have  heard  one  account  of  a  Government- - 
sponsored  project  which  employed  a  team 
of  research  people  for  ten  years,  only  to 
discover  at  the  end  of  that  time  that  Japanese 
investigators  had  solved  the  problem  twenty 
years  earlier.  Another  research  chemist 
visiting  our  library  some  weeks  ago,  told 
me  that  his  agency  had  been  at  work  on 
another  problem  for  more  than  a  year, 
only  to  open  a  Chinese  journal  by  accident 
and  find  a  detailed  report  and  solution  of 
the  very  same  problem.  Too  often  in 
science  today  the  left  hand  does  not  know 
what  the  right  hand  is  doing. 

I  will  now  limit  myself  to  a  few  fairly 
simple  question.  What  are  technical  librar- 
ies; what  do  they  have  in  their  collections; 
and  what  kind  of  assistance  and  services 
are  readily  available  to  the  man  who  knocks 
at  the  technical  library  door? 

A  technical  library  is  one  which  contains 
organized  material  in  the  subject  areas  of 
sciences  and  technology,  the  pure  and 
applied  sciences  and  industrial  arts.  In 
1954,  the  American  Library  Directory  listed 
13,857  libraries,  approximately  half  of 
which  are  public  libraries.  The  nonpublic 
libraries,  which  have  scientific  and  techni- 
cal emphasis,  range  from  large  collections 
in  privately-established  or  endowed  in- 
stitutions such  as  the  John  Crerar  Library 
in  Chicago,  the  Linda  Hall  Library  in  Kansas 
City,  the  Franklin  Institute  in  Philadelphia, 
to  the  small  one-room  collections  in  various 
small  industries.  In  between  are  great  in- 
dustrial libraries  such  as  those  at  General 
Electric,  at  Westinghouse,  Bell  Labora- 
tories, or  Dupont.  Since  1940,  the  growth 
of  technical  libraries  has  been  tremendous. 
Because  of  the  accelerated  growth  of  techni- 
cal and  scientific  publications;  because  of  a 
tendency  to  decentralize  industry;  and  be- 
cause of  the  appearance  of  new  industries 
based  largely  upon  scientific  and  technical 
advances  many  industrial  organizations 
were  forced  to  build  and  service  their  own 
collections.  While  this  resulted  in  a  certain 
amount  of  duplication,  it  also  produces 
many  new  and  excellent  special  collections. 
If  today  your  problem  is  plastics  or  drugs 
and  pharmaceuticals,  electrical  measuring 
instruments,  petroleum  processing,  or  for- 
est products,  you  have  a  much  better  op- 
portunity to  locate  a  library  specializing 
in  one  of  these  than  you  did  a  few  years 
ago.  If  such  a  library  cannot  give  you  the 
exact  information  you  require,  it  often 
can  help  you  determine  where  you  can  get 
it.   Such   private   industrial    libraries  prob- 
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ably  will  not  go  out  of  their  way  to  provide 
information  to  a  competitor,  for  their  first 
responsibility  is  to  their  parent  organiza- 
tion. However,  a  situation  has  now  been 
reached  in  which  no  library  can  remain 
unaffected  and  untouched  by  outside  in- 
fluence. The  technical  literature  and  its 
problems  are  such  that  libraries  must 
cooperate  in  order  to  satisfactorily  per- 
form their  own  function.  Not  even  the 
Library  of  Congress  has  everything  pub- 
lished, nor  the  Chemist's  Club  in  New 
York  everything  appearing  in  chemistry 
nor  the  U.  S.  Department  of  Agriculture 
Library  everything  in  Agriculture.  There 
is  a  growing  tendency  for  libraries  to 
pool  resources,  to  contribute  to  Union 
Lists  of  serials  or  of  books,  to  provide 
interlibrary  loans,  microfilm  or  photo- 
copies, to  exchange  duplicates,  and  to 
ask  each  other  for  assistance  when  their 
own  resources  have  been  exhausted.  These 
are  developments  which  increase  the  po- 
tential of  each  library,  and  increase  the 
possibilities  for  effective  help  to  all  its 
patrons. 

Among  public  libraries  should  be  counted 
the  many  government  libraries  with  techni- 
cal or  scientific  emphasis.  The  U.  S.  De- 
partment of  Agriculture  library  is  a  great 
library,  not  only  in  its  special  field,  but 
also  in  related  scientific  and  technical 
fields.  Agricultural  literature  cannot  be 
narrowly  defined  in  this  day  and  age  for 
agriculture  impinges,  upon  and  is  effected 
by  developments  in  many  other  subject 
areas--chemistry,  physics,  biology,  engi- 
neering. This  U.S.D.A.  Library  is  probably 
the  largest  agricultural  library  in  the 
world  and,  in  order  to  do  its  job,  has  library 
stations  scattered  across  the  country. 

The  former  Army  Medical  Library,  now 
a  part  of  the  U.  S.  Public  Health  Service, 
is  the  largest  medical  library  in  the  world 
and  provides  extensive  service  to  medical 
and  public  health  workers  all  over  the 
country.  The  U.  S.  Department  of  Interior 
Library,  with  its  great  Geology  collection, 
also  ranks  with  the  best  such  libraries, 
throughout  the  world. 

Most  large  university  libraries  have 
excellent  scientific  and  technical  collec- 
tions. Many  state  agricultural  and  me- 
chanical colleges  have  technical  libraries 
of  remarkable  stature.  The  library  of  Iowa 
State  College  at  Ames  is  an  example  of 
such  a  library—undoubtedly  one  of  the 
finest  technical  resources  in  the  Midwest. 
The  great  engineering  schools,  M.I.T., 
California    Tech,    Case   Institute,   Carnegie 


Tech,  Georgia  Tech  have  distinguished 
collections,  with  especially  good  library 
resources  certain  areas  in  which  they 
have  pre-eminent  interest,  such  as  met- 
allurgy, mining,  civil,  mechanical,  and 
electrical  engineering.  Colleges  or  uni- 
versities which  offer  advanced  degrees 
in  science  in  engineering,  or  emphasizing 
these  subject  areas  in  undergraduate  schools 
usually  have  in  their  collection  the  basic 
bibliographic  tools  necessary  for  technical 
literature  searches;  receive  a  fairly  wide 
range  of  scientific  and  technical  periodicals  , 
and  possess  a  core  collection  of  technical 
reference  tools. 

Public  libraries,  of  which  there  are  more 
than  6000  throughout  the  country,  have 
scientific  and  technical  collections  as  varied 
in  size  and  significance  as  private  or  gov- 
ernment libraries.  They  range  from  librar- 
ies with  large,  well  organized  and  well 
staffed  technical  collections,  such  as  the 
New  York  Public  Library  and  the  Carnegie 
Library  of  Pittsburgh  to  smaller  public 
libraries  which  combine  a  special  Business 
and  Scientific  Collection. 

You  may  say  that  this  is  all  very  well, 
but  how  would  you  find  out  where  these 
libraries  are  and  what  their  particular 
emphasis  is?  Any  one  of  these  libraries 
can  or  should  be  able  to  provide  you  with 
such  information.  There  is  a  standard 
reference  work  called  "Special  Libraries 
Resources"  published  by  the  Special  Li- 
braries Association.  The  "American  Li- 
brary Directory,"  published  by  the  Bowker 
Company  will  help  bring  this  work  up  to 
date,  since  it  was  published  more  than  10 
years  ago.  There  are  other  works  dealing 
with  the  special  resources  of  American 
libraries,  which  can  also  be  consulted  in 
most  libraries.  The  Special  Libraries  As- 
sociation maintains  an  office  in  New  York, 
and    can    and   will   assist   in   such   matters. 

There  are  still  other  types  of  libraries 
with  technical  emphasis.  Since  the  war, 
privately-endowed  industrial  research  in- 
stitutes have  had  rapid  growth,  and,  in 
almost  every  instance,  a  library  has  grown 
up  with  them.  In  no  case,  however,  have 
such  institutions  launched  into  a  full-scale 
technical  library  development.  Recognition 
of  the  size  of  the  task  has  meant  that  each 
institution  has  concentrated  on  a  working 
collection,  with  dependence  upon  older  and 
already-rich  technical  collections  in  the 
vicinity  for  their  extensive  literature 
searches.  Trade  and  technical  associations 
have  often  found,  after  a  short  period  of 
existence,    during   which   they  have  pursued 
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published  information  far  and  wide,  that 
they  have  available  the  makings  of  a  library, 
and  have  gone  on  to  organize  and  service 
their  collections  and  to  provide  a  library. 
Because  such  a  library  is  likely  to  possess 
material  which  is  too  special,  or  too  ephem- 
eral for  other  libraries,  it  can,  on  occasion, 
produce  an  elusive  item  which  cannot  be 
found  elsewhere,  even  in  the  largest  and 
most  complete  general  technical  collec- 
tions . 

Now  let  us  turn  to  the  matter  of  the  in- 
formation you  may  expect  to  find  in  tech- 
nical libraries.  I  can  do  no  more  this 
morning  than  list  the  various  categories 
of  technical  materials;  to  give  a  few  ex- 
amples, and  suggest  some  of  the  general 
problems  connected  with  them.  The  char- 
acteristic types  of  materials  you  will  find 
in  technical  libraries  are  divided  as  follows: 

(1)  Serial  publications --scientific  and 
technical  journals,  periodicals  and  trade 
journals;  and  miscellaneous  reports. 

(2)  Abstracting  and  indexing  tools  and 
special  bibliographies 

(3)  Encyclopedic  reference  sets  in  the 
various  sciences 

(4)  Current     textbooks      and    monographs 

(5)  Government  documents:  Federal,  State 
and  foreign 

(6)  Guides  to  document  sources 

(7)  Patents 

(8)  Standards  and  specifications 

(9)  Trade  catalogs  and  directories 
(10)  Pamphlets  and  ephemera 

I  have  said  something  earlier  about 
serial  publication- -the  trade  journals;  pro- 
ceedings, bulletins,  and  journals  of  scien- 
tific societies;  house  organs  and  many 
other  varieties  of  this  species.  Taken  to- 
gether, this  material  constitutes  the  heart 
and  core  of  the  technical  library  and  it  is 
here  that  much  of  the  information  the  re- 
search man  requires  is  to  be  found.  This 
is  so  much  the  case  that  you  can  define  a 
"research  library"  in  terms  of  the  pro- 
portion of  bound  volumes  of  serials  to  the 
total  number  of  volumes  in  the  collection. 
If  the  serials  approach  something  like  65% 
of  the  total  number  of  volumes  in  the 
library,  you  probably  have  a  "research" 
collection.  This  is  based  on  a  study  made 
several  years  ago  which  estimated  such  a 
proportion  to  be  true  even  of  such  large 
research  libraries  as  the  Library  of  Con- 
gress and  the  Harvard  University  Library. 
It  will  hold  true  in  the  case  of  almost  any 
library,  generally  acknowledged  as  belong- 
ing to  the  "research  library"  group.  While 


there  are  many  other  factors  to  be  con- 
sidered, this  is  a  very  convenient  test  to 
be  applied  to  a  "research  library." 

Since  the  appearance  of  the  first  scientific 
journals  in  1665,  about  100,000  different 
serial  titles  have  appeared,  some  to  stay  on 
the  scene  for  three  hundred  years,  and 
others  to  disappear  after  a  few  issues. 
A  characteristic  of  the  literature  of  the 
sciences  is  the  publication  of  its  findings 
and  its  data  in  journals  rather  than  in  books, 
for  books  are  always  limited  in  the  amount 
of  information  they  can  cover  and  are  likely 
to  go  out-of-date  quickly.  Studies  have  been 
made,  based  upon  the  number  of  citations  in 
a  wide  range  of  bibliographies,  which  refer 
to  articles  published  in  journals,  compared 
to  the  number  of  citations  referring  to  books. 
The  results  indicate  that  the  majority  of  the 
citations  in  most  sciences  will  refer  to  an 
article  in  a  journal  rather  than  to  a  book. 
Special  studies  have  been  made  which  indi- 
cate that  in  Chemistry,  about  93%  of  every- 
thing published  appears  in  journals.  Even 
in  mathematics,  the  proportion  is  about 
45%  in  the  journals,  compared  with  55% 
of  the  published  literature  in  books. 

It  is  apparent  then,  that  the  person  using 
a  technical  library  must  always  keep  in  mind 
the  likelihood  that  the  information  he  seeks 
is  buried  somewhere  in  a  journal.  To  unearth 
it  he  must  use  another  category  of  technical 
library  material--the  abstracting  and  in- 
dexing tools  and  special  subject  bibliog- 
raphies. Every  technical  library  worthy  of 
the  name  will  have  a  representative  collec- 
tion of  suchtools --the  Industrial  Arts  Index, 
covering  some  250  trade  journals,  technical 
society  publications,  some  general  scien- 
tific and  technical  journals,  and  a  number  of 
business  journals;  the  Engineering  Index, 
covering  several  thousand  engineering  pub- 
lications, including  a  large  number  of 
foreign  journals;  Chemical  Abstracts,  cov- 
ering the  world's  literature  in  chemistry 
in  all  the  languages  of  the  world;  Biological 
Abstracts;  Mathematical  Reviews;  Applied 
Mechanics  Reviews;  Agricultural  Index; 
The  Bibliography  of  Agriculture;  Current 
List  of  Medical  Literature;  Nutrition  Re- 
views and  Abstracts;  and  Nuclear  Science 
Abstracts.  This  is  to  mention  only  a  few, 
written  in  English,  and  covering  the  less 
obscure  and  less  esoteric  published  mate- 
rials. Most  of  these  appear  monthly  or 
more  frequently,  and  have  annual  accumu- 
lations. Engineering  Index  provides  a  card 
service,  delivered  weekly,  with  an  annual 
cumulated  volume.  You  may  subscribe  to  the 
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whole  service  of  select  certain  subject 
areas  at  a  reducedcost.  Chemical  Abstracts 
provides  a  ten-year  cumulation.  The  large 
technical  library  will  have  all  these  and 
many  others,  down  to  very  special  andvery 
limited  abstracts  and  indexes  such  as 
"Road  Abstracts",  "  Pollution  Abstracts", 
and  "Airborne  Electronics  Index".  The 
medium-sized  technical  library  will  have 
the  most  important  titles  with  a  few  special 
titles     in    its     own    area    of    first    interest. 

For  illustration,  I  take  "Chemical  Ab- 
stracts", one  of  the  finest,  best-known, 
most  comprehensive  bibliographical  tools 
in  the  sciences.  Published  since  1907,  it 
now  abstracts  more  than  7000  chemical 
publications  originating  all  over  the  world, 
in  all  its  languages.  It  has  an  annual  author, 
subject,  formula  and  patent  index;  a  clas- 
sified arrangement  in  each  issue  with  an 
author  guide  to  each  issue.  It  has  produced 
four  ten-year  cumulations  by  author  with 
detailed  subject  and  formula  indexes,  and 
is  now  readying  the  fifth  cumulation,  to 
bring  the  record  up  to  1956.  This  is  the 
work  of  the  world's  largest  scientific  soci- 
ety--the  American  Chemical  Society,  which 
has  produced  the  last  few  volumes  at  a 
deficit  of  hundreds  of  thousands  of  dollars 
to  the  Society. 

This  is  an  example  of  an  abstract  which, 
because  of  its  comprehensiveness,  simple 
organization,  detailed  subject  indexes,  can 
be  used  by  almost  any  searcher. 

One  comment  about  the  results  to  be 
expected  from  thorough-going  searches  in 
such  an  abstracting  tool  as  Chemical  Ab- 
stracts. In  some  cases  the  reference  dredged 
up  will  be  in  a  Japanese  or  Russian  journal 
or  in  an  obscure  English  language  publica- 
tion, to  be  found  only  in  three  or  four  Ameri- 
can libraries,  perhaps  hundreds  of  miles 
away.  This  need  not  be  a  frustrating  ex- 
perience. If  other  information  in  more 
accessible  sources  can  fill  the  bill,  the 
remote  references  may  often  be  ignored, 
and  in  more  critical  situations  where  a 
comprehensive  search  must  be  made,  or 
the  obscure  reference  seems  to  be  the 
only  hope,  copies  of  the  item  needed  may 
be  obtained  at  the  cost  of  a  little  delay 
and  a  little  money.  Here  the  technical 
library  can  serve  as  the  intermediary 
and  can  often  assume  the  burden  of  locating 
and  acquiring,  by  one  way  or  another,  the 
journal  or  article  which  is  needed. 

Since  the  war,  a  new  category  of  related 
information  has  developed  which  lies  gen- 
erally outside  the  reach  of  the  standard 
indexing  and  abstracting  tools.  There  are  the 


so-called  "Reports,"  numbering  hundreds 
of  thousands,  published  by  many  organiza- 
tions and  institutions,  generally  on  contract 
for  Government  agencies.  These  have  been 
classified  as  restricted,  confidential,  se- 
cret, top-secret--often  available  in  only 
one  copy,  even  when  released  from  re- 
strictions—and rarely  circulated  in  more 
than  a  few  copies.  A  system  has  gradually 
emerged  for  storing  them,  indexing  them 
and  making  them  available,  but  it  requires 
the  use  of  additional  tools,  is  often  less 
satisfactory  to  use,  and  reduces  the  ex- 
pectation of  success  in  long  and  involved 
searches. 

Let  us  turn  now  to  another  type  of 
technical  library  tool—the  encyclopedic 
reference  sets. 

Traditionally  the  sciences  and  technol- 
ogy have  had  few  satisfactory  encyclo- 
pedias, particularly  in  English.  The  state 
of  technical  knowledge  changes  so  rapidly 
and  the  cost  of  encyclopedias  is  usually 
so  high  that  the  threat  of  quick  obsoles- 
cence has  been  an  economic  and  practical 
deterrent.  Only  the  German  publishers 
with  their  "Handbucher"  have  success- 
fully solved  the  problem  in  the  past.  A 
few  examples  from  physics,  chemistry, 
and  mathematics  may  be  mentioned.  The 
"Handbuch  der  Physik"  has  been  for  many- 
years  an  indispensable  encyclopedic  guide 
to  physics  and  its  related  subject  areas. 
In  inorganic  chemistry,  "Gmelin's  Hand- 
buch"  has  obstinately  persevered  in  record- 
ing essential  data  about  the  whole  range  of 
inorganic  compounds,  and  "Beilstein"  has 
clung  steadily  to  the  task  of  describing,  and 
documenting  comparable  data  for  all  known 
organic  compounds.  Both  are  far  behind  in 
the  task,  but  they  are  still  at  the  job  and  so 
far  as  they  go,  are  unequalled  in  their 
coverage,  facility,  and  the  wealth  of  re- 
corded information  they  make  available. 
In  mathematics,  a  comparable  attempt  was 
made  to  cover  mathematical  developments 
with  the  "Encyclopedic  der  Mathematischen 
Wissenschaften."  A  new,  entirely  revised 
edition  of  the  "Handbuch  der  Physik," 
written  partly  in  English  and  partly  in 
German  has  now  reached  a  point  of  prac- 
tical usefulness.  In  industrial  chemistry, 
a  model  work,  "The  Kirk-Othmer  Encyclo- 
pedia" has  recently  been  completed.  Such 
a  work  provides  an  unparalleled  point  of 
departure  for  the  non-specialist,  and,  in- 
deed, because  of  the  bibliographies,  which 
are  still  reasonably  current,  can  often 
lead  him  directly  to  the  needed  infor- 
mation. 
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In  many  fields,  the  old  "Handbooks" 
have  become  encyclopedic  and  serve  as 
excellent  sources  for  summarized,  con- 
densed information,  including  in  some 
cases,  bibliographies  with  the  same  perti- 
nence and  usefulness  as  those  in  full-scale 
encyclopedias.  An  interesting  modern  phe- 
nomenon is  the  appearance  of  comprehen- 
sive, competent  handbooks  in  such  special 
fields  of  engineering  as  electric  lighting, 
plastics,  plant  engineering,  production  en- 
gineering, maintenance  engineering,  safety 
engineering,  automotive  engineering,  and 
many  others.  Most  technical  libraries  make 
effort  to  purchase  such  handbooks,  and  the 
person  making  a  literature  search  or  a 
simple  search  for  factual  information  should 
not  overlook  them.  Similarly,  up-to-date 
textbooks  and  monographic  works  may  serve 
in  lieu  of  an  encyclopedia  in  many  situations  . 

In  using  a  technical  library,  a  good 
starting-point  is  often  the  catalog,  which 
provides  the  key  to  books. 

All  technical  libraries  will  have  a  supply 
of  Government  documents  in  varying  de- 
gress. If  they  are  associated  with  depository 
institutions  they  are  likely  to  have  just  about 
everything  that  the  Federal  Government  has, 
at  least  in  those  fields  which  are  their 
special  concern.  State  publications  will 
also  be  included  and  perhaps  foreign  docu- 
ments, particularly  British  publications. 
All  libraries  of  any  size  should  have  the 
necessary  finding  tools,  such  as  the  Docu- 
ment Catalog,  the  Monthly  Catalog  of  Gov- 
ernment Publications,  Monthly  Check-list 
of  State  Publications,  various  price  lists, 
special  bureau  and  department  indexes;  and 
such  special  works  as  the  U.  S.  Govern- 
ment Research  Reports,  the  Patent  Office 
Gazette,  and  the  Annual  Index  to  Patents. 
Many  libraries  will  have  the  "Manual  of 
Classification"  and  will  be  able  to  assist 
its  patrons  to  determine  pertinent  classi- 
fication numbers  and  to  inform  them  about 
the  authorized  procedure  for  requesting 
the  Patent  Office  to  run  off,  at  a  nominal 
charge,  related  Patent  Specifications  and 
Drawing  numbers.  In  many  instances  this 
proves  helpful  in  making  a  preliminary 
survey  before  initiating  a  full  Patent  search. 

Another  body  of  information  found  in 
technical  libraries  is  made  up  of  Standards 
and  Specifications.  Often  sponsored  by  Gov- 
ernment, trade  associations  and  technical 
and  scientific  societies,  they  have  become 
inc  reasingly  important  in  our  predominantly 
technical  civilization.  Specifications  appear 
as  published  books,  pamphlets,  inserts  in, 
or   parts    of,    technical  journals;  are  some- 


times readily  accessible,  and,  at  other 
times,  difficult  to  run  down.  The  usefulness 
of  specifications  is  greatly  increased  if 
there  is  a  convenient  means  for  locating, 
and  comparing  them.  The  U.  S.  Bureau  of 
Standards  published,  in  1945,  a  "National 
Directory  of  Commodity  Specifications," 
with  a  supplement  in  1947,  listing  in  small 
type,  on  a  double-column  page,  1500  pages 
of    specifications     issued    by    all   agencies.. 

Most  technical  libraries  have  sets  of  the 
American  Standards,  A.S.T.M.  Standards, 
and  the  published  standards  of  the  principal 
technical  societies.  In  special  libraries 
associated  with  special  industries--Soaps, 
Chemicals,  Petroleum,  Pharmaceutical, 
etc. --you  might  expect  to  find  fairly  sub- 
stantial collections  of  special  standards. 
In  many  instances,  the  library  of  the 
American  Standards  Association  in  New 
York,  containing  the  largest  collection  of 
foreign  and  domestic  standards  in  this 
country,  can  render  quick  and  efficient 
service  from  its  own  files. 

A  constant  source  of  irritation  to  people 
concerned  with  Government  standards  and 
specifications  is  the  difficulty  of  locating 
local  sources  with  anything  approaching 
complete  files  of  specifications,  particular- 
ly Military  specifications.  However,  your 
best  bet,  when  in  search  of  a  military  speci- 
fication is  the  nearest  technical  library  or 
public  library,  which  will  have,  through 
necessity,  a  list  of  other  agencies  in  the 
area   which  have  the  files  of  specifications. 

Another  stock-in-trade  of  the  technical 
library  is  the  Trade  Catalog.  Someone 
has  said  that  trade  catalogs  (and  patents) 
constitute  the  primary  source  material  of 
technology  and  industry,  with  patents  repre- 
senting the  dream  and  the  trade  catalog 
the  vision  accomplished,  the  fact. 

Most  technical  libraries  will  have  the 
consolidated  or  condensed  catalogs  such 
as  the  American  Gas  catalog  and  handbook; 
the  ASHVE  Guide;  the  Chemical  Engineer- 
ing Catalog;  Coal  Mining  Catalog,  Davison's 
Textile  Catalogs  and  Sweet's  engineering 
catalogs.  These  of  course,  are  union  cata- 
logs in  which  manufacturers  buy  space  at 
page  rates  for  catalog  data  on  their  products. 
An  indispensable  reference  tool  usually  to 
be  found  in  the  technical  library  is  Thomas' 
Register  of  American  Manufacturers  or 
MacRae's  Blue  Book.  Issued  annually,  these 
tools  give  lists  of  manufacturers  classified 
according  to  product,  with  many  helpful  keys 
and  indexes.  Many  special  trade  catalogs 
are  so  important  and  generally  useful  that 
they   serve   as  good  scientific  and  technical 
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handbooks.  This  is  especially  true  of  the 
many  issued  by  various  steel  companies 
and  various  trade  associations. 

I  have  examined  many  of  the  specific 
research  and  development  problems  and 
projects  cited  in  the  Loen  survey,  and  the 
point  that  struck  me  was  the  close  resem- 
blance to  the  reference  questions  which  are 
assembled  at  every  technical  library  ref- 
erence desk.  How  to  shorten  time  to  etch 
copper  and  zinc?  How  to  get  perfect  color 
separation  from  color  copy?  How  to  get 
better  quality  in  screen  negatives  ?  How  to 
secure  engineering  analysis  on  the  effec- 
tiveness or  electric  heat  in  eliminating 
dampness?  How  to  prevent  or  minimize 
the  corrosion  of  steel  and  iron  equipment 
exposed  to  the  weather?  How  to  prevent 
or  minimize  the  settlement  and  cracking 
of  masonry  foundation  in  residential  con- 
struction? How  to  fasten  nickel-chrome 
heating  element  wire  to  conductor?  These 
are  all  questions  which,  it  seems  to  me, 
could  or  should  be  investigated  in  a  technical 
library.  Not  that  specific  answers  could  be 
provided  for  all  of  them,  for  that  is  not 
likely.  However  in  almost  every  case,  there 
would  be  pertinent  literature  available, 
which  would  indicate  ways  and  means  to 
get  at  the  solution. 

Why  do  we,  or  why  should  we  turn  to  a 
library--in  these  cases  to  a  technical 
library- -and  expect  to  find  some  kind  of 
an  answer  there?  Because  the  technical 
library  is  the  most  promising  place  in 
any  community  or  organization  likely  to 
have  resources  ample  and  special  enough 
to  provide  the  answers  to  such  a  wide 
range  of  questions.  You  may  say  that  if 
you  are  concerned  with  one  or  two,  or 
three  of  these  questions,  you  would  be 
better  off  to  ask  the  "man  who  knows." 
In  some  situations  this  is  undoubtedly 
true --if,  for  instance,  you  knew  of  a  man 
who  had  worked  on  the  very  same  problem 
which  now  concerns  you.  A  little  reflec- 
tion will  indicate  that  the  chances  of 
such  coincidence  are  slight.  Often,  if  and 
when  you  find  this  man,  the  best  he  can 
do  is  to  refer  you  to  the  literature 
sources  which  he  himself  consulted  in 
order  to  secure  the  necessary  infor- 
mation. 

We  have  such  experiences  every  day.  We 
will  get  atelephone  call  regarding  a  process, 
the  physical  properties  of  a  certain  family 
of  alloys;  or  the  efficiency  of  the  Nessler 
reaction  for  the  determination  of  ammonia. 
We  reach  to  the  quick  reference  shelf  in 
many  cases,  use  an  index,  do  a  little  digging 


and  give  our  patron  the  answer  in  a  few 
moments.  His  response  will  be  often, 
"Thanks  a  lot.  Do  you  know  I  have  spent 
three  hours  calling  everyone  I  could  think 
of  in  various  laboratories  around  town, 
and  no  one  could  help  me  until  Bill  Williams 
suggested  calling  the  library?"  These  are 
often  people  who  are  users  of  the  library 
for  various  purposes,  but  who  suffer  a 
mental  block  when  they  need  technical  in- 
formation in  a  hurry. 

I  recall  a  story  which  was  unfolded  in 
our  own  library  several  years  ago.  The 
Air  Corps  had  become  much  interested 
in  "shimmy"  in  aircraft  landing  gear  and 
was  considering  a  project  to  investigate  this 
phenomenon.  Acting  in  a  commendably  mod- 
ern fashion,  the  proposal  incorporated  a 
literature  search  to  precede  any  field  work. 
The  engineers  assigned  to  the  job  started  in 
confidently  to  survey  the  current  indexes 
and  abstracts  only  to  find  a  surprising 
dearth  of  information.  A  conference  served 
to  remind  them  that  the  last  experience  with 
shimmy  any  of  the  searchers  personally 
remembered  had  been  back  in  the  days 
before  independent  wheel  suspension,  at 
the  time  of  the  last  Ford  Model  A's,  around 
1929-30.  A  quick  examination  of  the  indexes 
at  that  time  revealed  many  articles  on 
shimmy  back  through  the  20*s,  and  almost 
nothing  later  than  the  early  30*s.  Why? 
Independent  wheel  suspension  had  licked 
the  problem  and  there  was  no  need  to 
worry  further  about  it.  The  search  revealed 
many  interesting  points.  Most  American 
automobile  companies  had  gone  out  into 
the  field,  trying  one  mechanical  gadget 
after  another,  spending  a  great  deal  of 
money,  with  little  or  no  success.  In  France 
and  Germany,  however,  several  mathe- 
matically gifted  engineers  sat  down  with 
a  piece  of  paper  and  a  pencil  and  finally 
produced  papers,  published  after  the  dis- 
appearance of  the  problem  (because  of 
independent  wheel  suspension)  which  in- 
dicated that  at  speeds  of  160  m.p.h.  or 
more,  shimmy  would  reappear.  Those  who 
read  the  articles  at  all  smiled  at  these 
ivory-tower  theoreticians.  What  car  was 
ever  to  go  160  m.p.h.?  However,  we  now 
know  that  our  big  bombers  would  eventually 
land  at  such  speeds  and  that  when  they  did 
a  number  of  million-dollar  items  were  to 
crack  up  because  of  shimmy.  The  study 
further  revealed  by  the  time  it  was  finished, 
that  the  analysis  by  the  two  sedentary 
European  engineers  had  solved  nearly  90% 
of  the  problem  and  only  10%  of  it  now 
required  field  tests  and  studies. 
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This  may  be  the  time  to  bring  up  the 
question  of  what  service  technical  libraries 
can  give  to  searching  literature.  This  is 
often  a  prime  function  of  which  have  tech- 
nically trained  employees  as  well  as  librar- 
ians. In  most  public,  university  or  special 
libraries,  there  is  usually  a  limit  beyond 
which  the  staff  cannot  go,  because  of  staff 
limitations  in  size,  technical  competence, 
and  demands  made  upon  them  by  other 
patrons  of  the  library.  But  even  here,  ref- 
erence staffs  can  provide  guidance  and 
assistance  in  getting  a  search  off  to  a 
good  beginning  and  even  in  directing  it. 
In  many  cases,  the  man  in  an  organization 
best  qualified  to  understand  the  problem 
is  the  one  best  qualified  to  make  the  search. 

In  involved  and  complicated  problems  the 
independent  small  industrial  research  in- 
stitute canprovide  technically  trained  people 
who  will  take  on  such  a  search  on  a  contract 
basis.  As  an  organization  dealing  with 
technical  information  grows  in  size,  there 
should  always  be  one  or  two  people  with  a 
special  interest  and  aptitude  for  such  work. 
If  division  of  labor  is  feasible,  the  delegation 
of  responsibility  for  information  and  s  earch- 
ing  to  such  individuals  may  return  high 
dividends. 

I  may  seem  to  have  neglected  one  aspect 
of  my  subject--the  scientific  societies. 
However  the  chief  objective  of  these  soci- 
eties is  professional  advancement  of  its 
members,  and  the  most  effective  means  of 
achieving  this  goal  is  to  sponsor  and  en- 
courage research  and  publications  in  their 
field  of  specialization.  Many  of  the  bibli- 
ographical tools  I  have  mentioned  briefly, 
and  many  more  which  I  have  not  mentioned, 
owe  their  existence  to  the  scientific  soci- 
eties. They  are  vitally  concerned  with  the 
increasing  need  for  documentation  sources 
and  many  societies  here  and  abroad  have 
collaborated  in  the  publication  of  such  fine 
works  as  "Science  Abstracts"  with  its 
coverage  of  physics,  electronics,  electrical 
engineering,  etc.  The  Societies  also  have 
tackled  the  translation  problem  and  in  at 
least  one  case  are  sponsoring  completely 
translated  editions  of  some  Russian 
Journals. 

In  the  last  edition  of  the  "Scientific  and 
Technical  Societies  of  the  United  States 
and  Canada,"  published  by  the  National 
Research  Council,  17  12  societies  are  listed, 
showing  the  rapid  growth  of  scientific  and 
technical  societies  during  the  27  years 
since  the  first  edition  of  this  work  was 
published.  The  increasing  importance  of 
science    and   technology   in   our    daily    lives 


is  reflected  in  this  growth  of  the  societies. 
The  special  objectives  of  each  society  are 
usually  clearly  indicated  in  this  book.  The 
research  funds  and  interests  are  defined, 
and  their  publications  listed.  Since  many 
societies  have  chapters  in  cities  through- 
out the  country,  it  is  advisable  to  acquaint 
yourself  with  these  local  groups  to  learn 
something  about  the  professional  scientists 
who  belong  to  them;  and  in  many  cases  to 
attend  their  technical  sessions,  usually 
held  monthly. 

The  local  societies  in  many  cases  are 
now  sponsoring  institutes  or  symposia  in 
their  own  communities,  drawing  upon  local 
specialists,  sometimes  upon  outside  ex- 
perts in  their  national  society  and  covering 
topics  which  are  considered  important  to 
the  local  membership.  The  American  Chem- 
ical Society  Chapters  and  the  Institute  of 
Radio  Engineers  are  noteworthy  for  this 
kind  of  activity. 

Then  there  are  the  national  conferences 
of  these  societies --resembling  not  in  the 
least  the  customary  convention  with  its 
horseplay  and  uproar.  The  Societies  meet 
to  hear  technical  papers,  often  on  the 
highest  possible  level,  and  to  organize 
the  technical  work  of  the  Society  through- 
out the  country.  Usually  the  meetings  are 
subdivided  by  areas  of  special  interest, 
with  technical  papers  in  each  area  to  pro- 
vide something  of  pertinent  importance 
for  every  member.  Not  infrequently,  such 
meetings  discuss  and  consider  the  most 
recent  developments  in  the  science,  the- 
oretical and  applied,  even  before  these 
discoveries  and  advances  are  announced 
in  print.  Since  programs  are  arranged 
long  before  the  sessions  themselves,  the 
interested  observer  can  often  determine 
ahead  of  time  just  which  topics  will  be 
timely  and  valuable  to  him. 


Case  Histories: 


Other  Sources  of  Techni- 
cal Information 

Trade  Publications,  Pro- 
fessional Societies, 
Technical  Libraries 

Daniel  R.  Pfoutz,  Head 
Technology  Department 
Carnegie  Library 
Pittsburgh,  Pennsylvania 


Generally  speaking,  the  library  in  an  in- 
dustrial firm  is  built  around  the  specific 
need  of  the  company  to  supply  information 
related  to  every  phase  of  engineering, 
development       and      research      work.      The 
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Carnegie  Library  is  much  larger  than  these 
industrial  libraries.  We  cover  more  subject 
fields--those  of  interest  to  the  entire  area-- 
and  have  a  more  comprehensive  collection. 
Also,  we  try  to  act  as  a  line-backer  for  all 
the  special  libraries  in  the  Pittsburgh  area, 
and  to  provide  service  for  firms  that  do  not 
have  their  own  libraries. 

CASE  HISTORY  NO.   1 

My  first  case  history  concerns  a  problem 
posed  by  J.W.  Woomer  and  Associates, 
engineering  consultants.  They  were  faced 
with  investigating  the  character  of  certain 
types  of  iron  ore  to  determine  what  proc- 
essing could  be  done  to  make  the  ore 
suitable  for  use  in  the  blast  furnace  and 
open  hearth. 

An  exhaustive  literature  search  was  un- 
dertaken to  cover  these  aspects,  and  to 
determine  what  had  been  written  about  the 
ore's  sintering  characteristics. 

We  cooperated  with  one  of  the  firm's 
engineers  who  worked  in  the  library.  As  a 
bibliography  was  being  compiled,  he  read 
and  abstracted  the  references.  This  survey 
brought  to  light  a  number  of  articles  of 
primary  interest.  Such  articles  were  photo- 
stated and  sent  to  the  men  working  on  these 
problems. 

Not  only  did  we  search  various  subject 
bibliographies,  but  also  such  sources  of 
subject  information  as  the: 

( 1 )  Iron  and  Steel  Institute  Abstracts 

(Z)  Engineering  Index 

(3)  Battelle  Technical  Review 

(4)  The    ASM    Review  of  Metal  Literature 

(5)  Chemical  Abstracts 

(6)  German   abstracts    in   Stahl  and  Eisen 
This    search  provided  the  background  in- 
formation   which    could    be    applied    to    the 
problem  at  hand.  It  resulted  in  the  adoption 
of  an  existing  process. 

In  a  comparatively  short  time,  a  litera- 
ture search  provided  the  necessary  data 
which  enabled  their  engineers  to  begin 
working  where  others  had  left  off  and  to 
make  use  of  what  others  had  discovered. 

CASE  HISTORY  NO.  2 

The  salt  domes  of  Louisiana  are  far 
removed  from  Pittsburgh,  but  one  of  our 
local  engineering  firms  wanted  to  deter- 
mine what  had  been  done  previously  about 
mining  techniques  in  the  salt  domes.  They 
were  interested  in  appraising  the  domes  and 
determining  their  characteristics  in  order 
to  use  the  proper  mining  techniques. 


The  Library's  role  was  to  conduct  a 
broad  search  of  the  literature  to  find  what 
was  known  about  the  domes  and  what  had 
been  written  about  mining  methods. 

The  crux  of  the  problem  was  an  explora- 
tory drilling  technique.  By  acquiring  a 
knowledge  of  the  condition  of  the  domes, 
it  was  hoped,  a  mining  technique  could  be 
developed  to  meet  the  conditions. 

Here  again  we  used  special  reference  or 
research  tools  such  as: 

A.  Topographic   quadrangle    maps    of   the 
U.S.  Geological  Survey 

B.  The     U.S.    Government    Research    Re- 
ports. 

C0    The    International    catalogue  of  Scien- 
tific Literature. 
D.    Annotated    bibliography    of    economic 

geology. 
E„    Bibliography       of       North       American 

geology. 
F.    Geophysical    abstracts  and  other  pub- 
lications     issued     by     the     Bureau    of 
Mines. 
The    basic   knowledge,    underlying   infor- 
mation and  fundamental  data  were  provided 
by    this     survey    to    assist   the    engineering 
work. 

At  the  present  time,  the  company  is 
sinking  shafts  and  beginning  mining  opera- 
tions. 

CASE  HISTORY  NO.  3 

Several  years  ago  the  Pittsburgh  Con- 
solidation Coal  Company's  (Pitt-Consol) 
research  engineers  began  thinking  about 
transporting  coal  through  pipelines  to  avoid 
increasing  freight  rates. 

Assisted  by  their  company  librarian,  the 
engineers  first  searched  the  literature 
available  within  the  company's  technical 
library.  Bibliographical  references  indi- 
cated that  pertinent  information  appeared 
in  civil  engineering  journals,  journals  de- 
voted to  hydraulics  ,  and  foreign  publications 
not  included  in  the  coal  company's  library. 
Our  Technology  Department  staff  cooperated 
with  the  company's  librarian  to  locate  the 
indicated  references  and  to  find  additional 
reference  material. 

Many  of  the  articles  were  in  obscure, 
relatively  unknown  and  difficult-to-find 
journals.  Where  the  original  journals  and 
texts  were  not  available  in  our  collection, 
photocopies  of  the  pertinent  articles  were 
obtained  from  various  sources  throughout 
the  country. 

Several  Russian  language  iournals  had 
been    abstracted    in   the  British  publication, 
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Fuel  Abstracts.  The  Fuel  Research  Station 
in  London,  which  publishes  these  Abstracts  , 
cooperated  by  obtaining  photocopies  of  the 
original  Russian  articles  or  English  trans- 
lations when  available. 

After  reviewing  all  of  the  pertinent  litera- 
ture available,  the  Pitt-Consol  engineers 
concluded  that  the  necessary  design  infor- 
mation for  a  coal  pipeline  was  not  avail- 
able. Accordingly,  first  hand  information 
had  to  be  developed  to  provide  a  satisfactory 
basis  for  designing  a  commercial  coal 
pipeline.  Many  small  scale  pipelines  were 
built  and  operated  to  provide  test  data. 
Then  a  full  scale  pipeline,  3t  miles  long, 
was  built  and  operated  to  confirm  the 
validity  of  the  test  data. 

Concurrently,  the  Pitt-Consol  engineers 
investigated  ancillary  problems  such  as 
corrosion  and  erosion  phenomena;  hydrau- 
lic principles;  particle  abrasion;  crushing; 
drying  and  combustion  of  pipeline  coat.  In 
each  instance  the  literature  was  reviewed 
to  determine  whether  experimental  work 
and  financial  investment  would  be  required 
to  solve  these  allied  problems. 

This  expensive  ,  time-consuming  research 
and  development  program  was  instituted 
only  after  extensive  library  research  proved 
that  the  basic  underlying  information  was 
not  available  in  printed  literature. 

CASE  HISTORY  NO.  4 

Another  question  put  to  us  was  the  follow- 
ing: 

"I  would  like  to  know  what  has  been  done 
in   the  last  two  years  on  binary  and  ternary 


alloy  systems.  Please  find,  if  possible,  the 
constitutional  diagrams  of  a  given  two 
dozen  binary  and  ternary  alloys." 

This  problem  would  have  necessitated  a 
major  search  in  metallurgical  literature 
if  we  hadn't  been  lucky  enough  to  find  a 
reference  to  a  recent  issue  of  a  German 
magazine,  Metall.  There  we  found  a  com- 
plete literature  review  on  the  constitutional 
diagrams  of  a  large  number  of  binary  and 
ternary  alloys  which  included  the  alloy 
combinations  for  which  the  search  was 
being  made.  Thus,  a  long  search  was 
reduced  to  about  a  half  an  hour,  since  we 
were  able  to  discover  that  someone  in 
Germany  had  already  done  the  work  for  us. 

This  last  example  will  point  out  the  im- 
portance of  the  librarian  who  is  familiar 
with  literature  searching  techniques.  In  this 
particular  case,  looking  into  a  review 
article  before  continuing  a  long  search 
yielded  extremely  gratifying  results. 

A  person  trained  in  handling  technical 
literature  is  capable  of  unearthing  elusive 
facts  which  may  take  weeks  of  searchingby 
a  scientist  or  engineer.  Often,  the  experi- 
enced searcher  can  tap  relatively  little- 
known  sources  of  information. 

The  cases  I  have  mentioned  had  a  very 
close  relationship  to  practical  application. 
To  find  answers  the  librarian  did  not  have 
to  be  an  expert  in  physics,  chemistry,  or 
electrical  engineering.  However,  he  had  to 
know  enough  about  these  subjects  to  under- 
stand and  handle  the  questions  intelligently. 
Most  important,  he  had  to  know  the  sources 
of  information  in  the  various  fields. 
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TECHNICAL  WORKSHOP 
SUMMARIES 

Tuesday  Evening,  September  24,  1957 
8:00  -  10:00  P.  M. 


TECHNICAL  WORKSHOP  SUMMARIES 


WORKSHOP  T-l    How  to  handle  the  financing  of  research  and  development. 

Where  to  get  the  funds. 


Chairman: 

Denis  M.  Robinson,  President 
High  Voltage  Engineering  Corp. 
Burlington,  Mass. 


Vice  Chairman  and  Recorder: 
Richard  S.  Morse,  President 
National  Research  Corp. 
Cambridge,  Mass. 


Workshop  T-l  was  extremely  lively. 
Approximately  thirty  of  the  fifty  people 
present  took  an  active  part  in  the  discus- 
sion. The  wide  spectrum  of  interests  repre- 
sented made  it  difficult,  even  impossible, 
in  the  space  of  two  hours,  to  reach  any  kind 
of  agreement  on  what  was  needed.  The 
Chairman  had  prepared,  and  distributed  to 
each  member  of  the  workshop  a  copy  of  his 
notes  showing  sources  of  funds  for  research 
and  development  and  how  to  get  them,  for 
various  stages  in  the  life-history  of  an 
invention  and  a  company.  Copies  of  these 
notes  are  appended  as  Exhibit  1  to  this 
workshop  summary. 

The  following  general  agreements  were 
reached: 

1.  It  would  be  desirable  for  commercial 
banks  to  be  more  flexible  in  making  loans 
for  terms  up  to  five  years. 

2.  The  group  would  like  to  see  a  larger 
proportion  of  Government  contracts  for 
research  and  development  made  available 
to  small  business. 

The  lack  of  homogeneity  of  the  group 
prevented  us  from  coming  to  other  con- 
clusions of  general  application.  The  Chair- 
man and  Vice-Chairman,  who  have  been 
"through  the  mill"  from  very  small  begin- 
nings, believe  the  group  would  agree  with 
them  if  they  stated  with  frankness  as  follows: 


1.  There  is  widespread  lack  of  infor- 
mation regarding  the  sources  and  avail- 
ability of  venture  capital  for  exploiting  new 
ideas  and  their  effective  use. 

2.  There  is  insufficient  understanding  of 
the  usefulness  and  availability  of  research 
services,  and  the  technical  appraisal  of  such 
services  as  could  be  developed  through,  for 
example,  trade  associations. 

3.  The  financial  resources  of  most  of 
the  companies  represented  in  this  workshop 
were  limited,  and  self-generatedmoney  was 
not  available  for  research  and  development 
in  most  cases. 

4.  There  is  reluctance  to  give  up  full 
ownership  and  control  of  the  enterprises. 
Thus  public  or  equity  money  is  unobtain- 
able in  many  cases.  This  leads  to  a  feeling 
by  some  that  Government  or  other  agency 
should  help  with  research  and  develop- 
ment--"like  they  do  for  the  big  companies  ." 

The  Chairman  and  Vice-Chairman  wish 
to  state  their  own  conviction,  though  they 
do  not  believe  that  this  view,  is  accepted 
by  the  workshop:  that  there  is  plenty 
of  venture  capital  available  in  this  country 
for  good  ideas  when  backed  by  people 
capable  of  carrying  them  through.  This 
requires  selling  on  the  part  of  the  investor. 
He  has  to  show  how  he  will  make  a  profit. 
Such   venture    capital    can   be    obtained   with 
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or  without  a  company.  There  are  scores, 
perhaps  hundreds,  of  examples  each  year. 
However,  venture  capital  usually  requires  a 
good  percentage  of  equity  for  its  money-- 
and  this  seems  to  worry  many  small  busi- 
ness men.  We  think  it  shouldn't.  Venture 
capital  and  the  small  business  man  should 
be  partners  in  the  venture. 


Members  of  the  workshop  turned  over 
and  over  again  to  the  idea  that  research 
and  development  money  ought  to  be  loaned 
to  them  by  someone,  or  provided  by  Uncle 
Sam.  We  think  this  is  unrealistic.  It  is 
risk  money,  and  the  man  who  provides  it 
expects  equity  for  it--a  share  in  the  suc- 
cess when  it  comes. 


EXHIBIT  1,  WORKSHOP  T-l  SUMMARY 

HOW  TO  HANDLE  THE  FINANCING  OF  RESEARCH  AND 
DEVELOPMENT--WHERE  TO  GET  THE  FUNDS 

Notes  by  Chairman  of  Workshop  T-l,  Denis  M.  Robinson 


I  believe  we  should  handle  this  session 
in  two  parts:  Category  1,  obtaining  the 
venture  capital  for  a  new  product,  new 
process  or  new  service  when  the  research 
and  development  is  going  to  be  done  by  a 
group  specifically  for  the  purpose;  i.e., 
venture  capital  for  a  new  company  or,  at 
any  rate,  a  company  that  has  no  present 
earnings  record.  Category  2,  how  can 
research  and  development  be  paid  for  in  a 
company,  however  small,  having  an  estab- 
lished management  and  an  earnings  record. 

Financing  of  research  and  development  is 
very  different  for  these  two  categories. 
For  Category  2,  I  have  set  down  at  least 
ten  sources  of  long-term  or  short-term 
money  which  can  be  used.  For  Category  1, 
it  is  entirely  a  question  of  venture  capital 
and  very  risky  at  that. 

It  is  going  to  be  my  main  argument,  and 
I  hope  to  stimulate  discussion,  by  stating 
that  it  is  the  transition  from  Category  1 
to  Category  2  which  is  vital  in  this  re- 
search and  development  matter.  Anyone 
who  thinks  that  you  can  buy  research  and 
development  with  $200,000  or  $300,000 
worth  of  venture  capital,  as  one  would  buy 
an  equivalent  amount  of  machine  tools  for 
production,  is  fooling  himself.  Research  and 
development  is  expendable.  We  acknowledge 
this  in  fact  by  writing  it  off  each  year. 
We  tend  most  of  us  to  look  askance  at 
any  company  which  capitalizes  research 
and  development  for  too  long  or  assigns 
any  value  to  it  in  a  balance  sheet.  Research 
and  development  has  real  competitive  value, 
of  course,  but  only  as  long  as  it  is  kept 
going.  It  must  be  a  yearly  investment.  I 
submit  that  failure  to  recognize  this  has 
caused  much  of  the  disappointment  in  tech- 
nological ventures  since  the  end  of  World 
War  II.  At  that  time  ,  there  was  a  considerable 


willingness  by  venture  capital  from  several 
different  sources  to  put  a  stake  in  new 
technological  companies.  The  batting  aver- 
age has  not  been  good  and  many  of  those 
venture  capital  sources  have  lost  their 
interest  in  this  form  of  investment.  If  we 
examine  those  which  have  succeeded,  we  find 
that  in  one  way  or  another  they  have  made 
the  system  self-sustaining,  including  the 
carrying  of  continuing  heavy  expense.  Some 
have  done  this  by  getting  Government  or 
industrial  development  contracts.  Some  have 
done  it  by  spinning  off  ideas  they  have 
generated  into  new  companies  founded  in 
collaboration  with  larger  industry.  Some 
have  been  able  to  keep  their  sales  price 
high  enough  to  bring  in  new  cash  every 
year  for  the  new  research  and  development 
which  must  be  done. 

I  will  return  in  a  few  moments  to  this 
necessary  transition  from  venture  capital  to 
self-sustaining  research  and  development-- 
let  us  first  look  more  generally  on  how  a 
new  project  can  get  started: 

A.  The  different  kinds  of  research  and 
development  requiring  financing;  e.g.,  new 
product,  new  process,  new  service,  new 
method. 

(a)  Will  the  research  and  development 
lead  into  large  investment  industry  or 
small  investment  industry? 

B.  Is  this  research  and  development 
financing  needed  by 

(a)  Individual  and  independent  inven- 
tors 

(b)  A  team  or  small  company  led  by 
an  energetic  and  compelling  leader  who 
may  or  may  not  have  the  managerial  ability 
to  follow  up  the  inventive  stage 

(c)  A  larger  and  established  company 
requiring  research  and  development  money 
for  new   ideas    or   new  products  which  they 


104 


are   unable    to    carry   forward   on   their  own 
capital. 

C.    Sources    of  research  and  development 
money 

(a)  The  wealthy  individual  sometimes 
with  a  few  partners.  His  biggest  difficulty 
is  not  the  tax  situation  on  his  income,  but 
the  extraordinary  difficulty  of  discrimi- 
nating ventures  likely  to  succeed  from  the 
others,  due  to  great  sophistication  of  tech- 
nical development  today,  plus  extremely 
fast  obsolescence  of  technical  development, 
plus  the  existence  of  huge  classified  proj- 
ects in  which  competing  development  may 
already  have  been  worked  out.  The  wealthy 
individual  does  not  know  where  to  go  to 
test  the  validity  of  what  he  is  told  by  the 
inventor  or  engineer  and  no  one  can  tell 
him  whether  it  will  be  valid  long  enough  to 
make  it  a  good  investment.  The  inventor 
is  convinced  and  impatient  of  doubt.  We 
must  consider  ways  of  overcoming  this 
disparity.  (These  same  difficulties  face  all 
venture  capital  investors). 

(b)  Brokerage  firms  of  different  sizes. 
Venture  capital  is  always  available  at  a 
price.  Commissions  and  expenses  can  be 
up  to  20  percent  of  equity  in  some  cases. 

(c)  Large  companies;  by  purchase  of 
the  small  company  or  the  rights,  or  by 
setting  up  a  subsidiary  or  by  letting  out  a 
development  contract. 

(d)  Companies  and  groups  who  have 
since  World  War  II  been  active  in  pro- 
viding venture  capital. 

i.        The  Rockefeller  Brothers 

ii.      J.  H.  Whitney  &  Co. 

iii.     American     Research     &      De- 
velopment 

iv.     Payson  &  Trask 

v.  Lessing  Rosenwald  and  Asso- 
ciates 
and  others  I'm  sure  some  of  you  know. 
All  of  these  are  private,  depending  on  one  or 
a  few  individuals,  except  American  Re- 
search &  Development  which  is  still  the 
only  publicly  owned  venture  capital  invest- 
ment company,  and  one  of  the  few  whose 
main  business  is  venture  capital  of  this 
type. 

(e)  For  sake  of  completeness,  we  will 
include  in  this  list  a  source  normally  avail- 
able only  to  a  going  company  with  an 
established  management  and  earnings  rec- 
ord (Category  2)  namely  of  financing  re- 
search and  development  by  equity  money, 
debentures,  notes,  bank  loans.  What 
kind  of  control  or  check  does  the 
owner  of  the  money  want  in  these  various 
cases    and    what    disadvantages     are    these 


controls  and  checks  to  the  inventor- 
developer  ? 

What  do  these  various  sources  look  for 
when  they  risk  their  money  on  research 
and  development?  In  well-run  large  com- 
panies, research  and  development  invest- 
ment as  a  whole  usually  pays  off  handsomely. 
The  individual,  small  or  moderate  company 
seeking  research  and  development  money 
starts  with  the  disadvantage  that  the  batting 
average  has  been  quite  poor.  Those  who 
understand  why  it  has  been  poor  stand  a 
better  chance  of  getting  research  and  de- 
velops ent  money  under  favorable  terms. 

If  I  had  to  state  shortly  why  the  batting 
average  has  been  so  poor,  I  would  over- 
simplify and  say  boldly  "due  to  inexperi- 
ence." Inexperience  of  the  inventor/ 
promotor  in  managing  money  and  men  from 
the  point  where  the  project  gets  beyond  the 
team  work  of  three  or  four  loyal  enthusi- 
asts, and  incorrigible  optimism  concerning 
the  money  and  time  required  to  bring  the 
product  to  a  truly  marketable  stage.  In- 
experience of  the  venture  capital  investor 
as  to  the  cost  and  time  required  to  bring 
a  technical  development  to  profit-making 
status,  and  a  strong  tendency  to  start  the 
project  with  less  than  the  minimum  capital 
actually  needed  to  reach  first  base. 

What  do  we  do  about  this?  First  remedy 
is  that  both  venture  capital  investors  and 
the  inventor/promotors  looking  for  venture 
capital  must  recognize  that  it  is  only  in 
very  exceptional  cases  that  a  new  product, 
process  or  service  of  whatever  kind  can 
have  its  necessary  research  and  develop- 
ment paid  for  by  one  capital  investment.  In 
the  great  majority  of  cases,  the  necessary 
research  and  development  turns  out  to  be  a 
continuing  yearly  expense.  That  is  the  way 
the  accountants  look  on  it,  why  shouldn't 
we? 

Perhaps  we  can  find  here  the  key  to 
getting  the  original  venture-capital  invest- 
ment. 

The  source  of  the  money  must  be  per- 
suaded that  the  prices  charged  (plus  de- 
velopment contracts  paid  for  by  others) 
will  make  the  system  self-sustainingbefore 
the  money  runs  out.  The  "system"  must 
include  continuing  research  and  develop- 
ment expenditure.  Let  us  look  retrospec- 
tively at  a  successful  example  and  a  lucky 
one;  the  case  of  our  own  company.  We  have 
had  in  recent  years  no  development  con- 
tracts to  speak  of.  Our  research  and 
development  is  carried  by  the  price 
of  our  products  and  it  breaks  down  this 
way. 
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%  of  Sales  Price 


Manufacturing  cost 
excluding  all  de- 
velopment and 
development  over- 
head 

Development  over 

Development  charged 
to  the  job  but  use- 
ful in  subsequent 
jobs.  After  ten 
years  of  company 
research  and  de- 
velopment, this 
still  averages-  -  - 

Gross  margin  to 
give  5  to  7%  on 
sales  after  Fed- 
eral Taxes 


50 
10 


15 


25 


100      Sales  Price 


Does  this  table  have  any  relation  to  get- 
ting research  and  development  money  for  a 
new  venture?  Indeed  it  does.  If  you  or  I  go 
to  venture  capital  with  a  new  product  and 
we  cannot  show  that  we  can  get  twice  our 
manufacturing  cost,  including  all  plant  over- 
head, we  cannot  make  the  research  and 
development  self-sustaining  and  -we  are 
not  ready  to  have  the  new  company  backed 
by  venture  capital.  The  original  venture 
capital  must  be  enough  to  bring  the  product 
to  the  selling  point  at  double  manufacturing 
cost.  If  the  market  for  the  product  won't 
stand  this  price,  it  is  possible  the  venture 
should  not  be  undertaken.  If  a  company  is 
sure  to  get  development  paid  for  by  contract 
with  government  or  industry,  this  pricing 
arrangement  can  be  modified. 

The  second  remedy  which  could  help  the 
venture  capital  batting  average  is  that  the 
inventor/promotor  should  understandbetter 
what  it  takes  in  terms  of  good  management 
to  get  from  Category  1  to  self-sustaining 
Category  2,  even  when  he  has  a  winning 
product. 

To  get  research  and  development  money 
you  must  either  convince  the  sources  of 
the  money  that  you  can  really  do  this 
management  job,  or  that  you  are  able  to 
find  and  will  be  willing  to  give  over  the 
management   function   to    someone  who  can. 

Don't  let's  underestimate  how  tough  this 
is --but  it  is  vital  and  should  not  be  put  off 
till  later.  The  men  who  have  played  the 
biggest  part  in  administering  venture  capi- 
tal since  the  war  will  tell  you  that  it  is 
much  more  difficult  to  pick  good  management 


than  to  pick  a  good  product.  Suppose  we  get 
through  this  stage--make  the  company  self- 
sustaining  with  its  research  and  develop- 
ment and  have  thus  reached  Category  2.  By 
this  time  we  have  the  enormous  and  never- 
to-be-forgotten  advantage  that  the  govern- 
ment relieves  us  of  taxes  to  the  extent  of 
52  cents  on  every  dollar  that  we  spend  on 
research  and  development.  But,  and  let  us 
not  forget  this  either,  the  company  has  to 
have  the  dollar  before  it  can  spend  it  on 
research  and  development;  or  it  has  to 
have  somebody's  dollar  that  it  can  tempo- 
rarily use.  In  other  words,  it  either  has  to 
be  the  company's  very  own  dollar,  equity 
capital  or  retained  earnings,  or  somebody 
has  got  to  trust  you  with  their  dollar  and 
be  pretty  sure  they  are  going  to  get  it  back 
or  get  other  value  for  it.  I  have  made  a 
list  of  sources  of  money  that  have  been 
used  in  our  growing  company.  (All  of  our 
revenue  derives  from  products  developed 
with  research  and  development  money).  At 
times  in  the  company's  history,  all  of  these 
sources  were  partially  or  wholly  involved 
in  research  or  development.  First,  I  have 
listed  sources  of  cash  which  contribute  in 
meeting  the  expense  of  research  and 
development  as  it  is  done. 

1 .  Equity  capital 

2.  Retained  earnings 

3.  Long-term  borrowing,  building  mort- 
gages, etc. 

4.  Short-term  borrowing  from  banks 

5.  Progress  payments  by  customers 

6.  Accelerated  amortization  and  regular 
depreciation  reserves 

7.  Reserves  for  taxes 

To  these  we  can  add  the  more  obvious 
direct  sources  of  money  earmarked  for 
research  and  development  and  used  up  in 
accomplishing  it. 

a.  Design,  development  and  prototype 
construction  contracts  paid  for  by  others. 

b.  Research  and  development  expense, 
written  off  as  overhead. 

c.  That  fraction  of  the  sales  price  of  a 
job  which  is  used  up  in  development  on  that 
job  but  where  the  knowledge  and  technique 
is  applicable  to  future  jobs.  In  the  case  of 
High  Voltage  Engineering  Corporation,  this 
is  the  biggest  component  of  all  and  I 
suspect  that  this  is  the  case  in  many  highly 
technical  companies  in  rapidly  advancing 
fields. 

Our  company  is  a  good  case  history.  It 
was  founded  to  exploit  a  technical  product, 
with  venture  capital  of  $200,000  from  re- 
search and  development  and  $50,000  from 
the    Rosenwalds.    It  has  grown  from  nothing 


06 


in  1946  to  employing  300  people--so  it  is 
still  small  business.  In  the  nine  and  a  half 
years  of  self-sustaining  operations  through 
June  1957,  the  company  completed  14^ 
million  dollars  of  sales.  Government  and 
industry  paid  for  about  one  half  million 
dollars  of  research  and  development  in 
that  time,  and  no  less  than  $3  million 
additional  has  been  spent  by  us  in  research 
and  development.  About  lj  million  dollars 
of  this  appeared  as  a  research  and  develop- 
ment item  in  manufacturing  expense  and  was 
written  off  currently.  The  other  1^  million 
is  my  estimate  of  true  research  and  de- 
velopment expense  debited  against  indi- 
vidual fixed  price  orders.  This  is  the  15% 
component  of  sales  price  which  I  have 
called  "Development  charged  to  the  job," 
but  the  knowledge  from  which  is  applicable 
to  future  jobs. 

This  total  of  3^  million  dollars  of  re- 
search and  development  for  total  sales  of 
14j     million     dollars      shows     why    venture 


capital  has  so  hard  a  time  getting  these 
technological  companies  going.  If  you  can 
get  going  you  ought  to  be  able  to  get  ahead 
of  competition  by  enough  to  be  able  to 
crank  into  the  price  this  25%  research  and 
development  margin  on  top  of  whatever 
gross  margin  is  necessary  to  feed  the  other 
vitals  of  the  company  and  produce  a  work- 
ing profit. 

Summarizing: 

1.  A  venture  capital  source  cannot  pro- 
vide sufficient  continuing  research  and 
development  money.  The  venture  must  re- 
generate its  own  funds  for  this  purpose. 

2.  Small  companies,  as  well  as  large 
ones,  can  and  do  generate  their  own  con- 
tinuing research  and  development  money 
and  with  research  and  development  stay 
ahead  of  competition  and  thus  command  the 
price  premium  to  keep  the  research  and 
development  going. 


WORKSHOP  T-2    How  to  allocate  sales  dollars  to  research  and  development- -their 

budgeting  and  cost  control 


Chairman: 

Milton  E.  Mengel,  Vice  President 
Burroughs  Corporation 
Detroit,  Michigan 


Vice  Chairman  and  Recorder: 

Milton  I.  Brand,  Assistant  to  the  Vice  President 

Burroughs  Corporation 

Detroit,  Michigan 


The  consensus  of  this  workshop  was  as 
follows: 

1.  Percent  of  sales  dollars  is  not  the 
best  criterion  for  the  allocation  of  money 
to  research  and  development; 

2.  The  best  plan  is  to  make  an  alloca- 
tion sufficient  to  meet  the  company's  ob- 
jective, modified  only  by  the  company's 
ability  to  pay; 

3.  The  Action  Committee  should  rec- 
ommend that  statistics  be  compiled  and 
published  showing  research  and  develop- 
ment expenditure  as  a  percentage  of  sales 
by  various  sizes  and  categories  of  indus- 
tries, not  for  use  as  a  criterion,  but  as  a 
check  point; 

4.  Although  it  was  agreed  that  research 
and  development  expenses  should  be  charged 
to  current  profits,  the  total  expenditures 
for  a  product  should  be  kept  in  mind  in 
establishing  selling  prices.  Also,  it  ap- 
pears that  factual  information  regarding  the 
relationships    of   research  and  development 


expenses  to  product  life  and  to  sell- 
ing prices  would  be  helpful  to  small 
businesses; 

5.  The  distribution  of  allocated  research 
and  development  improvement  and  new 
products  should  be  determined  by  the  amount 
estimated  to  be  required  to  maintain  sales 
volume  on  present  lines  as  against  growth 
projected  for  new  lines; 

6.  It  is  important  in  the  allocation  of 
funds  to  research  and  development  to  con- 
sider the  full  implication  of  new  products 
from  conception  through  production  and 
distribution.  In  other  words,  money  spent 
for  developing  a  product  for  which  funds 
cannot  be  obtained  to  tool,  produce  and 
distribute  may  be  money  wasted,  even 
though  a  good  market  exists  for  such  a 
product; 

7.  Money  control  of  research  and  de- 
velopment projects  is  not  enough.  A  corre- 
sponding audit  of  technical  accomplishment 
must  also  be  made; 
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8.  Control  is  facilitated  by  dividing 
projects  into  meaningful  and  measurable 
steps  for  all  phases,  from  conception 
through  production,  with  revaluation  and 
refinement  of  estimates  made  at  each 
step.    This   permits  termination  of  projects 


as  soon  as  they  have  deviated  from  the 
target  sufficiently  to  make  them  unsatis- 
factory; 

9.  Those  working  on  projects  should  be 
made  aware  of  the  financial  implications  of 
the  work  they  are  doing. 


WORKSHOP  T-3    How  to  recruit,  train  and  motivate  research  and  development 

personnel . 


Chairman: 

C.  F.  Home,  Vice  President 

Convair- Pomona 

Division  of  General  Dynamics  Corp. 


Pomona,  California 


Vice  Chairman  and  Recorder: 

Henry  E.  Bernstein,  Military  Engineering 

Coordinator 
Electronics  Industries  Association 
Washington,  D.  C. 


Initial  discussion  centered  on  the  need 
for  at  least  one,  relatively  broad-gauge 
person  trained  in  scientific  subjects  to 
plan  and  follow  through  on  such  research 
and  development  effort  as  the  company 
may  need.  In  many  cases  this  may  be  the 
founder  of  the  company.  If  not,  the  founder 
should  recruit  or  develop  such  a  person 
as  soon  as  practicable.  Someone  is  needed 
with  capability  in  human  relations  and 
communications  as  well  as  engineering  or 
science  training. 

Assuming  that  the  management  of  the 
small  company  includes  such  an  individual, 
and  that  management  has  determined  that 
an  engineering  or  development  program  is 
to  be  carried  on  by  the  company,  a  deci- 
sion is  needed  regarding  the  scope  of  work 
to  be  done  directly  by  company  staff.  There 
are  many  organizations  already  staffed  and 
equipped  to  do  research  and  development 
type  work  for  small  business. 

On  the  assumption  that  an  internal  re- 
search and  development  program  is  to  be 
carried  out,  it  was  agreed  that  one  or  more 
high-quality  design  specialists  should  be 
recruited.  The  small  business  should  be 
prepared  to  pay  an  adequate  competitive 
salary  for  the  man. 

While  the  small  business  may  not  have 
the  security  or  detailed  technical  interest 
opportunities  to  offer  in  competition  with 
large  companies  for  personnel,  the  small 
business  can  offer  individual  opportunity 
for  growth  with  and  participation  in  the 
company. 

Men  with  certain  types  of  initiative  and 
imagination  can  and  should  be  attracted 
to     small     companies.     Such     men    can    be 


found  through  friends  and  competitors. 
They  can  be  found  through  placement  or- 
ganizations and  universities.  Larger  com- 
panies often  help.  Inexperienced  college 
graduates  are  not  appropriate  initially. 
Technical  organizations  can  help  in  evaluat- 
ing technical  competence  of  a  prospective 
employee.  Small  business  management 
should  personally  evaluate  fitness  for  the 
specific  company. 

Normally,  training  should  be  accom- 
plished prior  to  hiring.  Only  "on  the  job 
training"  in  company  product  or  business 
can  be  afforded  in  a  very  small  or  young 
company.  Somewhat  larger  companies 
should  consider  encouraging  and  often  pay- 
ing for  supplementary  or  advanced  training 
at  nearby  educational  institutions.  Many 
valuable  courses  are  offered  by  universi- 
ties. Specialized  executive  training  in 
management  of  scientific  and  engineering 
type  personnel  is  particularly  valuable. 

Motivation  of  engineers  and  scientists 
starts  with  recruitment  and  must  be  con- 
tinued. Monetary  rewards  should  be  sub- 
stantial and  competitive  but  are  not  enough. 
Interest  in  the  business  and  in  the  technical 
specialties  involved  must  be  fostered  by 
management.  Management  should  make  spe- 
cial efforts  to  train  itself  in  leadership  and 
human  relations.  Friendship,  respect  and 
admiration  within  a  small  business  are 
worth  a  great  deal  of  effort.  Competitive 
spirit  and  personal  interest  work  wonders 
with  scientific  type  personnel  in  smaller 
businesses. 

The  small  business  men  present  agreed 
that  the  workshop  discussion  had  been  val- 
uable   to   them.    Several   arrived   with    con- 
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siderable  doubt  that  really  good  engineers 
and  scientists  could  be  attracted  by  or 
recruited  by  small  business. 

They   left   convinced  that  it  was  possible, 
practical     and     valuable     to     acquire    good 


people  with  adequate  technical  training  and 
that  these  people  could  be  motivated  to 
contribute  greatly  to  a  small  company's 
success. 


WORKSHOP  T-4    How  and  where  to  acquire,  interpret,  and  make  use  of  technical 

information. 


Chairman: 

Joseph  C.  Shipman,  Director 

Linda  Hall  Library  of 

Science  and  Technology 
Kansas  City,  Missouri 


Vice  Chairman  and  Recorder: 

Daniel  R.  Pfoutz,  Head,  Technology  Dept. 

Carnegie  Library 

Pittsburgh,  Pa. 


The  question  was  raised  of  where  to  find 
technical  information  and  assistance  in  a 
small  town.  Also  there  was  considerable 
discussion  regarding  the  millions  of  small 
business  men  not  able  to  understand  and  uti- 
lize even  the  most  obvious  sources  of  infor- 
mation. This  led  to  the  question  of  whether 
technical  information  should  be  supplied  to 
small  business  at  a  public  expense,  or 
whether  small  business  should  pay  for  it  as  it 
does  when  purchasing  a  commodity. 

Full  use  of  many  presently  unrealized 
information  potentials  were  discussed  in 
detail,  such  as  the  resources  of  trade 
associations;  large,  medium  and  small 
public  libraries;  special  libraries;  in- 
dustry libraries;  branch  government  in- 
formation agencies;  the  special  knowledge 
of  suppliers;  the  assistance  of  manufac- 
turers; and  information  available  from 
technical  sales  personnel. 


The  workshop  made  the  following  recom- 
mendations for  action: 

1.  That  as  an  outcome  of  this  Conference, 
local  educational  programs  be  undertaken 
to  inform  the  small  business  man  better 
about  available  information  centers  and 
sources  in  his  own  community  and  region. 
Every  local  agency  of  this  type  should  be 
enlisted  to  aid  this  effort.  To  accomplish 
the  desired  goal,  a  series  of  grassroots 
conferences  devoted  to  this  subject  be 
needed. 

Z.  That  the  workshop  report  emphasize 
the  value  to  most  small  businesses  of 
designating  a  specific  individual  in  the 
organization  to  acquire,  scan  and  otherwise 
keep  up-to-date  technical  information  per- 
tinent to  the  business.  This  individual 
could  be  a  librarian  or  one  of  the  scientific 
technical  personnel. 


WORKSHOP  T-5   How  to  use  research  and  development  as  a  tool  for  improving  produc- 
tivity. Operations  research,  statistical  quality  control,  production  planning,  and 
inspection. 


Chairman: 

Roger  R.  Crane,  Manager  of  Research 
Touche,  Niven,  Bailey  &  Smart 
Detroit,  Michigan 


Vice  Chairman  and  Recorder: 

Nicholas  J.  Radell,  Touche,  Niven,  Bailey 

&  Smart 
Detroit,  Michigan 


While  productivity  was  considered  in 
this  workshop  primarily  within  the  frame- 
work of  manufacturing,  or  production,  it 
was  recognized  that  it  includes  the  effec- 
tiveness of  other  business  operations,  such 
as  transportation  or  retailing. 


Production  control  means  the  control  of 
the  production  facilities,  or  men,  machines 
and  material,  in  such  a  way  as  to  maximize 
productivity  consistent  with  specified  levels 
of  product  quality. 

Research,  in  this  context,  then,  was  taken 
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to  be  the  study,  analysis,  or  scientific  re- 
view, of  the  operations  of  a  "productive" 
organization,  to  develop  better  understand- 
ing and  new  knowledge  of  these  operations 
which  could  be  used  as  a  basis  for  increas- 
ing productivity. 

It  was  recognized  that,  given  the  results 
of  this  research  on  operations,  consider- 
able development  would  be  necessary  to 
produce  a  new  operating  system,  or  plan, 
which  might  be  of  practical  value  to  man- 
agement. 

Further,  it  was  recognized  that,  given 
this  "practical"  system,  considerable  ef- 
fort would  still  be  required  to  install  the 
system  (train  personnel,  develop  detailed 
procedures  and  forms)  and  finally,  after 
the  system  has  been  installed,  to  control 
it.  Each  of  these  steps  is  essential  to  trans- 
late research  and  development  into  some- 
thing of  value  to  small  business. 

Some  quality  control  and  inspection,  some 
production  planning  and  inventory  control 
exists  in  every  business.  Research  and 
development  leads  to  sharper  definition  of 
these  functions  and  to  their  increased  effi- 
ciency and  effectiveness  through  the  use  of 
better,  new  tools,  such  as  sequential  sam- 
pling in  quality  control  or  linear  program- 
ming in  production  planning. 

The  workshop  discussion,  in  the  final 
analysis,  centered  on  this  basic  question: 
granting  as  fact  that  ways  and  means  now 
exist  (as  a  result  of  research  and  develop- 
ment) to  increase  productivity,  how  could 
this  best  be  brought  to  the  attention  of 
small  business  and,  further,  how  could 
small  business  integrate  these  ways  and 
means  into  their  operations? 

Several  constructive  suggestions  were 
made  along  these  lines.  For  example, 
the  Small  Business  Administration  or 
private  lending  institutions  might  indicate 
that  they  favor  loans  to  small  businesses 
that  have  some  research  and  development 
program  on  productivity.  It  was  empha- 
sized that  most  managers  in  small  busi- 
ness are  aware  of  how  to  get  information 
about  ways  and  means  of  improving  pro- 
ductivity, but  not  aware  of  the  value  and 
quantity  of  research  and  development  on 
productivity  itself.  It  was  suggested  that 
managers      know      they      don't      understand 


physics  and  chemistry  and  engineering  and 
recognize  the  need  for  these  "foreign" 
skills  in  their  companies,  but,  possibly 
because  of  their  greater  familiarity  with 
operations,  do  not  recognize  the  existence 
of  new  information  resulting  from  research 
and  development  in  this  field  nor  the  need 
for  research  on  operations  themselves. 

On  this  point,  it  was  concluded  that  steps 
should  be  taken  to  acquaint  management  of 
small  business  further  with  new  develop- 
ments specifically  in  this  field  and  suitable 
references  to  articles,  sources  of  educa- 
tion (universities,  the  American  Manage- 
ment Association,  etc.)  and  qualified  private 
consulting  organizations. 

Getting  small  businesses  to  integrate 
these  new  developments  into  their  busi- 
ness is  another  story.  First,  it  was  pointed 
out  that  small  businesses  can  and  should 
help  themselves  in  this  area.  They  can, 
if  they  will,  set  time  aside  at  all  levels, 
from  the  foreman  up  to  the  president,  to 
analyze  and  review  their  operations,  to 
keep  abreast  of  new  developments  into  the 
company. 

Some  small  businesses  can  utilize  out- 
side consultants  and,  further,  add  produc- 
tion managers,  statistical  quality  control 
specialists,  or  industrial  engineers  to  their 
staffs  to  keep  abreast  of  and  integrate  new 
developments  into  the  company. 

Finally,  the  difficulty  of  securing  money, 
the  ''financial"  problem,  was  raised  as  a 
reason  why  small  business  could  not  take 
as  much  advantage  of  research  and  develop- 
ment in  their  work  as  large  business  could 
in  theirs.  The  point  was  made  and  emphat- 
ically endorsed  that  this  was  putting  the 
cart  before  the  horse.  If  small  business 
made  an  effort  to  keep  abreast  of  new 
developments  and  to  integrate  these  new 
developments  into  their  companies,  their 
financial  position  would  improve  to  the 
point  that  obtaining  money  would  no  longer 
be  a  problem. 

Research  and  development  on  operations 
is  essential  to  the  healthy  and  strong  fi- 
nancial growth  of  any  company,  large  or 
small.  It  is  possible  for  small  business  to 
conduct  such  research  if  they  face  up  to  the 
need  of  it  and  recognize  its  value. 
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WORKSHOP  T-6   How  to  communicate  the  value  of  research  and  development  to  the 

management  of  small  business.  (Relationship  of  management's  attitudes  and  train- 
ing to  acceptance  and  use  of  research  and  development. ) 


Chairman: 

Lyle  M.  Spencer,  President 
Science  Research  Associates 
Chicago,  Illinois 


Vice  Chairman  and  Recorder: 
Arthur  E.  Oriel 
Science  Research  Associates 
Chicago,  Illinois 


The  following  is  a  summary  of  the  con- 
sensus of  the  group  in  respect  to  problems 
involved  in  communicating  the  value  or 
research  and  development  to  the  manage- 
ment of  small  business,  and  the  solutions 
proposed  by  the  group. 

Problems 

1.  Informational  and  Attitudinal  Barriers 
The  core  problem  was  seen  as  a  lack  of 
information  about,  and  a  somewhat  skeptical 
or  hesitant  attitude  toward  research  and 
development  on  the  part  of  many  small 
business  men. 

These  were  felt  to  grow  out  of  the  fol- 
lowing: 

(a)  A  somewhat  prevalent  misunderstand- 
ing of  what  research  and  development  is. 
Many  see  it  as  too  great  and  too  expensive 
an  undertaking; 

(b)  Most  small  business  men  are  too 
busy  with  the  operating  problems  of  their 
companies  to  spend  the  time  necessary 
to  plan  and  use  research  and  development 
effectively; 

(c)  Even  though  information  may  be  avail- 
able on  research  and  development  and  on 
technical  developments,  there  has  been  no 
adequate  system  for  disseminating  this 
information  at  the  grass-roots,  or  local, 
level; 

(d)  Lack  of  an  organized  system  for 
exposing  small  business  men  to  technical 
people  who  could  interpret  research  and 
development  in  terms  which  would  have 
meaning  to  the  small  business  men. 

In  view  of  the  informational  and  attitudinal 
barrier  mentioned,  the  major  operational 
problem  was  seen  to  be  a  public  relations 
or  educational  one.  Research  and  develop- 
ment must  be  interpreted  clearly  and  ac- 
curately to  the  small  business  man. 

The  problem  was  summarized  by  one  of 
the  workshop  participants,  Mr.  Frank 
Coxton  of  Battelle  Memorial  Institute,  as 
follows: 


"Am  I  not  doing  research  because  I'm 
too  small,  or  am  I  too  small  because  I'm 
not  doing  research?" 

Solutions 

1.  All  of  us  should  go  home  thinking  of 
ourselves  as  1,000  research  ambassadors 
to  tell  the  story  of  what  we  have  learned 
during  our  three  days  in  Washington.  We've 
spent  over  $500,000  of  our  own  money- -not 
Uncle's--plus  our  time  here.  Let's  get 
sonne  mileage  from  this  money. 

2.  Several  inexpensive  types  of  research 
are  needed: 

(a)  Find  out  more  about  why  management 
of  small  business  resists,  or  is  afraid  of 
research,  and  particularly  the  word  "re- 
search"; 

(b)  Prove,  from  studies  in  a  few  indus- 
tries, the  difference  in  growth  and  profit 
trends  between  directly  competitive  com- 
panies owing  to  technical  and  distribution 
research; 

(c)  Find  dramatic  case  histories  of  busi- 
ness success  produced  by  research  that 
any  small  business  executive  can  identify 
his  business  with. 

3.  Find  better  ways  to  explain  to  small 
business  executives,  in  non-technical 
terms,   the  values  of  research,  such  as: 

(a)  Visits  to  laboratories  where  research 
is  in  progress,  in  their  own  or  related  fields; 

(b)  Show  how  a  problem  he  recognizes 
as  his  is  being  solved  by  research  else- 
where; 

(c)  Develop  circulars  (that  will  not  be 
put  in  the  circular  file)  and  films  to  tell 
the  research  story.  The  British  have  done 
this  job  well  just  recently; 

(d)  Obtain  professional  public  relations 
help  on  the  problem; 

(e)  Insist  that  all  research  men  get  hair- 
cuts regularly; 

(f)  Work  hard  to  see  that  knowledge 
already   available    gets    better    distribution. 

4.  Educational  institutions  (everything 
from  universities  to  Chambers  of  Com- 
merce and  trade  associations)  should  help 
to  spread  the  word  by: 
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(a)  Setting  up  group  research  committees 
to  define  and  work  on  common  problems; 

(b)  Holding  periodic  problem- solving 
clinics  whereby  problems  worrying  busi- 
ness men  can  be  translated  into  projects 
that  research  men  can  solve. 

5.  More  help  from  suppliers  (large)  and 
big  companies  generally. 


6.  Bring  the  technical  research  and  dis- 
tribution research  people  together  on  plan- 
ning committees. 

7.  Explore  the  idea  of  having  "county 
engineers"  in  the  tradition  of  agricultural 
county  agents. 


WORKSHOP  T-7  How  research  and  development  activities  fit  into  the  over-all  company 

(coordination  with  production,  sales,  finance). 


Chairman: 

Henry  Blackstone,  President 
Servo  Corporation  of  America 
New  Hyde  Park,  N.  Y. 


Vice  Chairman  and  Recorder: 
George  S.  Hartman,  Production  Specialist 
Small  Business  Administration 
Washington  25,  D.  C. 


The  following  outline  indicates  the  joint 
thinking  of  the  sixteen  members  partici- 
pating in  this  workshop: 

I.  What  do  we   want   research  and  de- 
velopment to  do? 

A.  Develop    and   improve   processes 
and  techniques; 

B.  Improve  existing  products; 

C.  Develop  new  products  by  two  kinds 
of  companies: 

1.  Those  using  raw  material; 

2.  Those   filling  a  need  or  mar- 
ket. 

II.  How    does    size   effect   research  and 
development  functions  ? 
A.    Small    companies   must  have   the 

Stages  of 
Development  Program 


same    research  and  development 
functions  as  large  companies; 

B.  There  is  a  basic  difference 
between  research  and  develop- 
ment organization  in  large  and 
small  businesses; 

C.  Ideas  must  be  free  to  come  from 
every  department   of  a  business; 

D.  Research  and  development  must 
interest  all  departments  in  its 
projects  at  the  outset. 

III.  The  relationship  between  depart- 
ments varies  as  the  development 
program  progresses  through  sev- 
eral stages: 


Departments 


Sales 

Finance 

Research  and 
Development 

Production 

Ideas 

X 

X 

Screen  Them; 
Write  a  spec. 

X 

X 

X 

X 

Develop  the  Product 
or  Process 

X 

Market  it 

X 

All  departments  must  be  in  on  the  program 
at  various  points. 

IV.  Research     and      development      must 
communicate    with    all    departments 
to  be  effective; 
V.  Management    must    define   the    com- 


mon objectives  and  communicate 
them  to  all  departments,  including 
research  and  development; 
VI.  Management  must  be  sensitive  to 
research  and  development  sugges- 
tions and  programs; 
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VII.  The  research  and  development  func- 
tion in  a  small  business  is  often 
accomplished  by  the  owner  who  has 
interest    in    it   and   an   awareness    of 


the  need.  Many  entrepreneurs  fill 
this  function  without  calling  it 
by  name;  hence  they  may  not  realize 
it. 


WORKSHOP  T-8  How  to  set  up  initially  a  modest  research  and  development  activity  in 

a  small  business. 


Chairman: 

Richard  W.  Rath,  Vice  President,  R. 
The  Rath  Packing  Company 
Waterloo,  Iowa 


&  D. 


Vice  Chairman  and  Recorder: 
Ernest  W.  Reisner,  Chief 
Production  Assistance  Division 
Small  Business  Administration 


It  was  agreed  in  this  workshop  that  the 
first  step  required  to  set  up  initially  a 
modest  research  and  development  activity 
in  small  business  was  to  analyze  the  busi- 
ness with  respect  to  research  problems 
and  opportunities.  Analysis  should  be  made 
particularly  in  the  following  areas: 

1.  Product  improvement; 

2.  Process  improvement; 

3.  Quality  control; 

4.  New  product  possibilities  with  exist- 
ing production  facilities  or  marketing  or- 
ganization. 

In  this  analysis  it  is  important  to  check 
the  sales  department  and  salesmen  to 
determine  their  needs  and  advice. 

The  next  step  is  to  estimate  funds  which 
could  be  made  available  for  research  and 
development  activities  on  a  project  basis 
or  on  an  annual  basis. 

Having  made  the  above  analysis,  and 
having  determined  to  enter  into  a  research 
and  development  program,  the  small  busi- 
ness man  should  evaluate  the  use  of  such 
a  program  in  connection  with  public  rela- 
tions and  advertising. 

The  following  general  conditions  were 
pointed  up  in  connection  with  the  results  of 
the  above  analysis: 

1.  Research  and  development  should  be 
set  up  as  a  separate  function  in  the  busi- 
ness. Personnel  management  of  this  ac- 
tivity should  report  to  top  management; 

2.  Responsibility  for  research  and  de- 
velopment should  be  assigned  to  a  man  with 
broad  company  knowledge  and  proven  tech- 
nical and  creative  ability; 

3.  Research  and  development  funds 
should  be  allocated  according  to  oppor- 
tunity and  needs; 

4.  A  check  should  be  made  of  available 
sources  of  research  and  development  in- 
formation    from     educational     institutions, 


Government,  trade  and  industrial  associa- 
tions, technical  libraries,  etc. 

Depending  on  the  size  and  type  of  a 
business,  the  entrepreneur  should  investi- 
gate one  of  the  following  sources  of  re- 
search activity,  giving  consideration  to 
the  suggestions  indicated  below: 

1.  Consultants; 

Before  approaching  a  consultant,  first  make 
an  attempt  to  analyze  your  problem.  Estab- 
lish your  objectives  clearly  and  concisely. 
The  services  of  consultants  are  best  used 
for  a  specific  project  or  a  group  of  major 
projects; 

Prior  to  initiating  a  consultant's  contract, 
obtain  a  proposal  from  him  for  a  survey. 
Have  him  conduct  the  survey  and,  if  the 
results  are  favorable,  obtain  a  proposal 
for  specific  work.  Proceed  in  steps,  eval- 
uating the  progress  of  each  step  carefully. 
Experience  indicates  that  the  highest  qual- 
ity of  consulting  service  is  often  the  least 
expensive; 

2.  Part-time  activity  of  one  or  more 
persons  for  research  and  development; 

In  setting  up  such  activity  be  sure  to  define 
a  specific  program.  Choose  men  with  quali- 
fied skills  and  broad  background  in  the 
problem.  Follow  up  on  progress  of  the 
project  at  definite  intervals; 

3.  Full-time  activity  of  one  or  more 
persons; 

Choose  individuals  carefully  for  the  variety 
of  skills  needed  for  specific  project.  Give 
the  individuals  involved  in  these  projects 
over-all  company  information  pertaining 
to  the  job  in  hand.  Set  aside  specific  times 
for  meetings  which  should  have  repre- 
sentation of  management  as  well  as  of  the 
research  personnel; 

4.  Formal  research  and  development 
activity; 

Assemble   a    balanced    group   of  technicians 
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with  the  skills  necessary  to  pursue  the 
project  in  hand.  Appoint  a  manager  of  the 
team  who  will  report  to  the  top  manage- 
ment of  the  business.  Define  the  activities 
of  each  member  of  the  team  through  a  job 
description  and  specification.  Give  over-all 
company  support  to  the  research  team. 
Follow  up  the  activity  of  the  team  to  see 
that  the  emphasis  of  their  work  is  correct. 
Give  proper  responsibility  and  authority  to 
the  manager  of  the  project. 

It  was  the  consensus  of  the  workshop 
that  the  following  research  and  develop- 
ment facilities  should  be  investigated  be- 
fore attacking  a  research  and  development 
program: 

1.  Existing  quality  control  laboratory, 
if  available,  to  start  the  program; 


2.  Outside  testing  laboratory,  nearby 
college  or  trade  association  facilities; 

3.  Facilities  of  a  consulting  laboratory. 
These  often  have  the  big  advantages  of 
possessing  diversified  facilities; 

4.  Existing  production  and  testing  facil- 
ities; 

5.  Investigate  equipment  supplier  for 
trial  runs  or  for  rental  equipment  for 
specific  test  applications; 

6.  Facilities  in  the  laboratories  and 
pilot  plants  of  raw  material  suppliers. 
After  determining  what  facilities  the  busi- 
ness must  purchase  at  the  start  of  research 
and  development  activities,  obtain  several 
quotations  on  basic  equipment  before  pur- 
chasing any.  Buy  specialized  equipment 
only  as  a  last  resort. 


WORKSHOP  T-9    How  to  manage  research  and  development  projects  (Establishment  of 

systems  and  procedures). 


Chairman: 

Merritt  A.  Williamson,  Dean 

College  of  Engineering  and  Architecture 

The  Pennsylvania  State  University 


Vice  Chairman 
John  W.  Cook, 

President 
ASH  Industries,  Inc. 
Narberth,  Pennsylvania 


and  Recorder: 

Technical  Assistant  to  the 


Small  business  requires  the  minimum  of 
systems  and  procedures  in  research  and 
development,  consistent  with  close  control 
of  the  program.  It  is  clearly  the  respon- 
sibility of  top  management  to  set  targets 
and  to  exercise  close  personal  contact 
with  the  program  to  ensure  optimum  per- 
formance. Management  committees  should 
formulate  a  clear,  concise  written  state- 
ment of  project  goals,  together  with  budgets 
and  time  schedules.  At  this  point,  the  de- 
tailed operation  should  be  delegated  to  a 
project  manager  who  is  held  personally 
responsible  for  capable  conduct  of  the 
project.  Frequent,  regular  progress  re- 
views with  the  project  manager  should 
suffice   to  maintain  control  of  the  program. 

Small  business  is  primarily  interested  in 
development  rather  than  research.  Detailed 
control  systems  should  be  avoided;  indeed 
they  are  not  appropriate  for  the  limited 
budgets  and  time  schedules  usually  en- 
countered. 

A     highly     capable     research    man    is     a 


major  asset  of  a  small  organization. 
Management's  confidence  in  this  man  and 
the  more  definite  nature  of  development 
projects  allow  control  of  the  program  with- 
out the  more  elaborate  systems  of  large 
research  establishment.  Small  business 
should  be  familiar  with  the  more  extended 
systems,  however,  so  that  they  may  be 
prepared  to  use  them  where  necessary. 
Carefully  documented  research  records 
and  regular,  short  progress  reports 
usually  represent  the  maximum  control 
procedure  needed. 

Consultants  and  research  departments 
of  larger  suppliers  offer  attractive  means 
of  augmenting  meager  research  facilities. 
Use  of  these  facilities  should  be  made 
through  the  project  manager;  consultants 
reporting  at  a  higher  level  may  seriously 
damage  morale.  Dilution  of  research  and 
development  effort  through  requirements 
for  trouble -shooting  and  sales -promotion 
also  can  have  an  adverse  effect  on  morale 
and  productivity. 
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WORKSHOP  T-10   How  to  use  modern  technology  in  the  reduction  of  manufacturing 

costs. 


Chairman: 

John  C.  Green,  Director 
Office  of  Technical  Services 
U.  S.  Department  of  Commerce 


Vice  Chairman  and  Recorder: 
Robert  L.  Henry,  General  Manager 
ACF  Electronics 
Alexandria,  Virginia 


Our  group  felt  that  small  firms  could 
make  much  more  effective  use  of  technology 
to  cut  costs.  However,  they  point  out  an 
axiom  that  should  not  be  neglected- -re- 
search is  intimately  related  to  capital. 
Many  research  ventures  end  in  economic 
failure  and  small  firms  don't  have  adequate 
financial  reserves  to  absorb  them.  Also, 
successful  research  requires  plant  expan- 
sion and  market  development.  This  also 
requires  access  to  capital. 

Although  the  workshop  agreed  that  finance 
is  outside  the  scope  of  its  discussion,  they 
felt  the  Action  Committee  should  recognize 
this  special  problem  of  the  smaller  or- 
ganization. 

Thereafter,  we  divided  the  discussion 
into  two  broad  areas --how  to  improve  and 
how  to  decide  when  and  how  to  introduce 
an  improvement.  In  the  former  sector, 
there  was  a  particularly  interesting  proposal 
which  all  felt  had  merit.  This  is  the  creation 
of  local  organizations  to  focus  interest  on 
research  and  development  and  guide  the 
small  business  man  in  his  problems.  It 
was  thought  that  local  Chambers  of  Com- 
merce, manufacturers*  associations,  man- 
agement and  technical  societies,  and  similar 
groups  might  spearhead  such  efforts.  Mem- 
bership of  the  special  units  within  the 
associations  might  encompass  senior  busi- 
ness leaders,  deans  of  engineering  schools, 
technical  editors,  bankers,  and  similarly 
qualified  civic  minded  citizens.  In  essence, 
theirs  would  be  a  free  advisory  service  and 
guidance  to  the  uninitiated. 

All  felt  that  pooling  efforts  show  promise 
in  reducing  costs.  It  was  recognized  that 
the  competitive  factor  made  this  particu- 
larly difficult  for  the  smaller  firms.  These 
firms  are  less  accustomed  to  sharing  in- 
formation than  larger  organizations,  who 
often  understand  that  such  sharing  benefits 
all.  Initially,  cooperative  research  by  small 
companies  should  attack  a  common  problem 
where  friction  and  unease  are  at  the  mini- 
mum. One  unusual  idea  offered  was  a  pool- 
ing of  interest  by  firms  linked  in  the  chain 
of  production;  for  example,  a  fabricator, 
heat    treater,    plater,    and    sales    organiza- 


tion. If  such  firms  grouped  together,  each 
could  contribute  to  a  common  fund  and 
undertake  a  research  project  the  results 
of  which  could  administer  to  the  advantage 
of  all.  Another  type  of  cooperation  recom- 
mended is  within  a  single  industry ,  whereby 
laboratories  are  maintained,  and  technical 
service  supplied  to  member  firms.  An 
outstanding  example  mentioned  is  The 
Quality  Bakers  of  America,  among  whose 
aids  is  the  provision  of  qualified  field  ex- 
perts to  provide  in-plant  advice. 

The  role  of  the  supplier  and  the  cus- 
tomer as  purveyors  of  useful  knowledge 
and  guidance  was  stressed.  The  former 
wants  to  enlarge  the  market  for  his  mate- 
rials. The  latter  knows  the  uses  to  which 
the  product  will  be  placed.  Thus,  there  is  a 
community  of  interest  with  the  small  manu- 
facturer. Much  more  exchange  of  informa- 
tion, including  plant  visits,  is  recommended. 

On  the  problem  of  how  to  apply  new  and 
pertinent  findings,  all  agreed  that  the  firm 
was  faced  with  complex  management  deci- 
sions. Almost  any  firm  can  improve  its 
operations  technically  if  it  wants  to  invest 
enough  of  its  capital  in  new  equipment, 
plant  layout,  personnel  retaining  and  re- 
lated changes.  How  to  decide  when  it  is 
economically  wise  to  change,  what  changes 
to  make,  and  in  what  time  sequence,  re- 
quires high  management  skill  and  a  knowl- 
edge of  all  pertinent  facts.  While  there's 
no  substitute  for  competent  management, 
it  was  felt  that  the  basic  principles  are 
well  known  and  that  such  "education"  could 
be  one  of  the  facets  of  the  local  committee 
effort  earlier  described. 

One  speaker  pointed  out  that  the  product 
of  industrial  research  is  usually  a  patent. 
It  was  felt  that  obtaining  and  maintaining  a 
valid  patent  is  even  more  important  to 
smaller  firms  than  larger  ones.  Thus, 
Government  should  recognize  the  direct 
relation  between  a  sound  patent  system, 
wisely  administered  through  the  courts, 
and  the  needs  of  small  business. 

Last,  the  group  repeated  a  theme  often 
heard  at  the  Conference.  There's  a  need 
to    awaken    and   educate    small   business    to 
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the  opportunities  and  aids  around  them. 
They  felt  that  the  local  "self  help"  com- 
mittees   earlier    recommended  provide   an 


ideal  stimulating  and  advisory  force.  They 
hoped  the  Action  Committee  would  give 
this  recommendation  special  consideration. 


WORKSHOP  TD-11:   JOINT  MEETING— TECHNICAL  AND  DISTRIBUTION:   How  to  relate 
research  and  development  to  the  company's  marketing  efforts. 


Cochairmen: 

Henry  M.  O' Bryan,  Manager 

Scientific  Liaison 

Sylvania  Electric  Products,  Inc. 

New  York 


William  C.  Gordon,  Executive  Director 
American  Marketing  Association 
Chicago,  Illinois 


Recorder: 

Alan  A.  Smith,  Manager 
Investment  Advisory  Services 
Arthur  D.  Little,  Inc. 
Cambridge,  Mass. 


Initial  discussion  in  this  workshop  led  to  a 
rephrasing  of  the  title  to  "Relating  Distribu- 
tion Research  and  Technical  Researchwith- 
in  a  Small  Business." 

A  poll  of  the  workshop  participants  re- 
vealed that  most  of  them  were  manufacturers 
from  organizations  of  less  than  250  em- 
ployees. 

It  appeared  that  "marketing  research" 
was  rather  new  to  many  of  the  partici- 
pants, but  they  felt  that  it  was  of  great 
value. 

To  guide  discussion  the  following  as- 
sumptions were  made: 

1.  Most  small  businesses  do  not  have 
formal  research  groups  of  either  the  tech- 
nical or  marketing  kind; 

2.  Most  small  businesses  will  benefit 
from  both  kinds  of  research; 

3.  The  workshop  discussion  should  cover 
both  distribution  and  technical  research. 

It  was  agreed  by  the  workshop  that  to 
develop  and  market  new  products  and 
processes  and  improve  existing  ones,  ideas 
from  both  the  technical  and  sales  staffs 
should  be  brought  together  as  early  as  pos- 
sible, and  that  many  other  factors  must  also 
be  considered,  especially  economic  justifi- 
cation. 

There  were  two  schools  of  thought  in  this 
workshop- -one    believing   that  management 


should  be  sales-oriented,  and  the  other, 
technically  oriented. 

Owing  to  the  nature  of  a  small  business, 
it  must  move  forward  from  its  present 
position;  that  is,  it  must  grow,  using  its 
present  status  as  a  base.  The  small  busi- 
ness man,  moreover,  is  unique.  No  one  set 
of  rules  apply  to  all  small  business  men. 

But  development  of  these  new  skills, 
although  it  will  take  time,  is  worth  while. 
The  small  business  man  must  relate  his 
technical  and  distribution  research  as 
economically  as  possible. 

There  is  much  information  available  on 
how  to  do  this,  and  it  was  noted  that  the 
President's  Conference  would  add  to  knowl- 
edge of  this  subject.  But  the  demands  on 
the  small  business  man's  time  make  it 
difficult  for  him  to  use  this  information 
to  the  fullest  extent.  The  suggestion  was 
made  that  attention  be  paid  to  making  in- 
formation more  readily  available --through 
extension  services  and  agencies  already 
in  existence.  For  instance,  agencies  such 
as  the  Small  Business  Administration  and 
the  Virginia  and  New  York  States  business 
services  were  cited. 

It  was  recommended  by  this  workshop 
that  the  findings  of  this  Conference  be 
distributed  far  more  widely  than  to  the  1000 
or  more  who  attended. 
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WORKSHOP  T-12:    How  small  business  management  can  evaluate  technical  ideas  and 
suggestions,  both  internal  and  from  outside  sources. 


Chairman: 

C.  B.  Jackson 

Vice  President  and  Director  of  Research 

MSA  Research  Corporation 

Callery,  Pennsylvania 


Vice  Chairman  and  Recorder: 
Charles  H.  Staub,  Jr. 
Director  of  Sales 
MSA  Research  Corporation 
Callery,  Pennsylvania 


This  workshop  began  by  establishing 
three  general  areas  of  discussion: 

1.  Classification  of  ideas  and  suggestions 
to  be  considered; 

2.  Methods  of  Evaluation; 

3.  Criteria  for  Evaluation. 

It  was  the  consensus  of  the  participants 
that  the  following  classifications  should  be 
considered  for  ideas  developed  both  for  in- 
side and  outside  sources: 

1.  Improvement  of  present  products; 

2.  New  products; 

3.  New  processes; 

4.  Applications  of  technology  to  small 
business  operations. 

It  was  agreed  that  an  extremely  receptive 
attitude  of  management  to  technical  ideas 
was  essential,  and  that  effective  means  of 
evaluating  such  ideas  and  suggestions  should 
be  instituted  on  a  regular  and  continuing 
basis.  It  was  agreed  that  the  method  of 
evaluating  ideas  and  suggestions  should  de- 
pend in  a  large  measure  on  the  size  and 
capabilities  of  the  business. 

The  workshop  proposed  three  methods  to 
evaluate  ideas: 

1.  Formation  of  evaluation  committee 
representing  all  operating  departments; 


2.  Use  of  outside  organizations; 

3.  Use  of  the  Small  Business  Adminis- 
tration. 

It  was  agreed  that  the  evaluation  should 
be  carried  out  on  a  regular  basis  to  ensure 
that  valuable  ideas  and  suggestions  are 
brought  to  management's  attention  at  the 
earliest  possible  time. 

The  workshop  felt  that  the  important 
factors  to  be  considered  in  evaluating  ideas 
and  suggestions  with  proper  weighing  of 
each  are: 

1.  Technical  feasibility; 

2.  Size  of  market  (payout  vs.  time); 

3.  Novelty; 

4.  Cost  of  Development; 

5.  Cost  of  Manufacturing; 

6.  Availability  of  facilities; 

7.  Liability  and  legal  aspects. 

This  workshop  agreed  that  small  busi- 
ness management  should  actively  solicit 
ideas  and  suggestions,  both  from  within  and 
without  the  company.  It  further  felt  that  all 
small  businesses  had  the  means  within 
their  organizations  or  could  obtain  at  very- 
small  cost,  the  proper  evaluation  of  these 
ideas  and  suggestions. 


WORKSHOP  T-13: 


How  small  business  can  make  effective  use  of  outside  research 
organizations  and  consultants 


Chairman: 

Austin  W.  Fisher,  Jr.,  Mgr. 
Services  for  Small  Industry 
Arthur  D.  Little,  Inc. 
Cambridge,  Mass. 


Vice  Chairman  and  Recorder: 
Philip  D.  Wilkinson 
Frederick  S.  Bacon  Laboratories 
Watertown,  Mass. 


Since  this  workshop  was  attended  almost 
entirely  by  representatives  of  outside  re- 
search organizations  and  consultants,  it 
was  decided  to  use  a  somewhat  broader  ap- 
proach by  discussing  who  needs  to  be  in- 
formed, what  information  is  really  needed, 
and   how   the    information    can   best   be    dis- 


seminated. It  was  evident  that  the  target 
should  be  those  small  business  men  who 
are  not  properly  aware  of  the  contract 
services  available  to  them.  Since  contract 
technical  assistance  is  only  one  of  several 
means  available  for  solving  small  business 
problems,     its     proper    use     is     part   of   the 


117 


general  educational  program  toward  which 
the  entire  Conference  was  oriented.  It  was 
agreed  that  the  required  information  should 
include: 

1.  Why  and  when  outside  technical  as- 
sistance should  be  used; 

2.  What  cost  considerations  are  involved; 

3.  How  the  outside  group  or  individual 
best  suited  to  the  problem  should  be  se- 
lected; 

4.  How  to  use  outside  technical  as- 
sistance most  effectively. 

Much  of  the  discussion  was  concerned 
with  defining  the  problems  and  with  ways  to 
make  the  information  available.  No  attempt 
was  made  to  draw  up  a  complete  list  of 
items  under  these  four  points.  It  was 
recommended  that  a  group  representing  the 
various  types  of  contract  research  and 
consulting  groups  be  established  to  prepare 
a  detailed  presentation  to  be  used  as  a  guide 
for  future  meetings  or  publications  growing 
out  of  this  Conference.  In  addition  to  the 
specific  points  on  information,  illustrative 
case  histories  should  be  included.  During 
the  discussion  a  number  of  points  under 
each  major  heading  were  suggested  and 
these  are  briefly  presented  as  examples  of 
the  type  of  information  the  workshop  felt 
to  'be  of  value: 

1.    Why  and  When 

Outside  technical  assistance  on  a  con- 
tract basis  is  often  either  the  only  way  or 
the  most  effective  way  to  solve  a  business 
problem.  In  today's  complex  technology 
and  intense  competition,  the  services  of 
outside  research  organizations  and  con- 
sultants should  be  considered  as  a  manage- 
ment tool  to  provide  temporary  extension 
of  a  company's  staff  because: 

a.  Its  technical  facilities  and  staff  are 
not  adequate  and  cannot  or  should  not  be 
expanded  or  diverted; 

b.  The  program  is  of  too  short  duration 
or  too  tentative  to  justify  increasing  staff; 

c.  Special  equipment  or  skills  are 
needed; 

d.  An  unusual  variety  of  skills  are 
needed; 

e.  Emergency  situations  have  arisen  in- 
volving production,  quality  competitive 
pressure,  accident  or  law  suit; 

f.  A  fresh  objective  approach  is  needed; 

g.  Past  experience  of  outside  group  may 
prevent  wasted  effort; 

h.  Other  sources  of  assistance  such  as 
Government,  suppliers,  etc.,  are  not  ade- 
quate. 


Outside  technical  assistance  should  be 
considered  for: 

a.  Production  troubleshooting  and  cost 
reduction; 

b.  Quality  control  and  special  tests; 

c.  Improvement  of  present  products  and 
processes; 

d.  Development  of  new  products  and 
processes; 

e.  Nuisance  abatement,  corrosion  and 
maintenance  problems; 

f.  Continuing  or  periodic  technical  ad- 
vice; 

g.  Project  evaluation; 

h.  Research  projects  of  long-range  bene- 
fit where  funds  are  available. 

2.  Cost  Considerations 

a.  Most  contract  technical  assistance  is 
billed  on  the  basis  of  time  spent  by  pro- 
fessional people.  Cost  is  therefore  estab- 
lished by  the  effort  required  to  solve  the 
problem; 

b.  There  is  almost  never  any  obligation 
involved  in  an  initial  discussion  of  the 
problem,  indulging  consideration  of  prob- 
able cost; 

c.  In  development,  problem  solving  and 
troubleshooting  there  is  no  way  to  guar- 
antee both  results  and  cost.  However,  con- 
trol is  possible  through  initial  estimates, 
reasonable  maximum  expenditures,  peri- 
odic reviews  and  cancellation  provisions; 

d.  Cost  is  not  necessarily  related  to  the 
value  of  the  solution. 

3.  How  to  Select 

a.  There  are  several  types  of  technical 
assistance  organizations  and  individual  con- 
sultants. Each  has  its  own  strengths  and 
weaknesses;  therefore,  there  is  no  one  best 
approach.  This  area  needs  further  discus- 
sion before  a  satisfactory  summary  can  be 
prepared  for  the  guidance  of  small  business 
men.  The  types  include: 

(1)  Universities 

(2)  Research  institutes  (some  affiliated 
with  universities) 

(3)  Individuals --university     faculty    or 
independent 

(4)  Trade  association  laboratories 

(5)  Commercial   analytical   and   testing 
laboratories 

(6)  Private  groups  without  facilities 

(7)  Private    consulting   firms   with  lab- 
oratories ; 

b.  Selection  of  the  right  organization  is 
important  and  should  in  part  be  based  on 
the  nature  of  the  assignment,  the  company's 
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technical  competence  and  the  type  of  future 
relations  which  might  develop.  Types  of 
assignment  include  general  or  specific 
counseling,  legal  testimony,  support  of 
client  staff,  specific  part  of  an  over -all 
project  or  a  complete  package.  Some  may 
be  based  on  "export"  knowledge;  others 
involve  "problem  solving". 

c.  Sources  of  information  concerning 
specific  organizations  and  their  fields  and 
methods  of  operation  are  very  inadequate. 
While  improved  directories  and  wider  use 
of  existing  directories  are  indicated,  there 
is  some  doubt  that  there  is  any  simple 
answer  to  the  problem.  One  has  to  consult 
such  sources  as  other  companies,  trade 
associations,  Chambers  of  Commerce,  Gov- 
ernment, telephone  directories,  and  li- 
braries . 

d.  With  regard  to  selecting  a  specific 
organization,  the  initial  interview  (at  no 
obligation)  is  probably  the  most  important 
factor.  Interviews  with  more  than  one  group 
should  be  considered.  References  to  past  or 
present  clients  will  usually  be  given,  al- 
though confidential  relations  limit  this 
somewhat.  Unless  the  small  business  man 
feels  he  can  work  freely  with  the  outside 
group  as  he  would  with  his  own  staff,  he 
should  not  commit  himself.  Cost  considera- 
tion should  be  discussed  before  a  decision 
is  reached.  The  specific  personnel  and 
facilities  to  be  employed  are  also  important. 

4.    Effective  Use 

Following  are  examples  of  the  type  of 
advice  the  workshop  felt  the  small  business 
man  should  receive  in  order  to  obtain 
satisfactory  results  at  minimum  cost.  All 
of  these  suggestions  do  not  apply  to  every 
situation  but  they  are  generally  important: 

a.  Before  making  decisions  on  a  project, 
be  sure  both  parties  are  in  full  agreement 
as  to  scope,  cost,  contribution  of  both, 
meetings  and  reports; 

b.  Client  should  have  some  plan  for  the 
future  in  which  the  assignment  fits  logi- 
cally. The  plan  should  include  financial 
considerations ; 


c.  Client  should  know  generally  the  kind 
of  results  he  will  receive  and  how  he  will 
use  them.  He  should  assign  one  top  level 
man  to  be  responsible  for  the  assignment 
who  is  qualified  to  understand  and  take  ac- 
tion on  the  results; 

d.  An  outside  group  can  only  advise, 
never  make  final  decision; 

e.  Client's  staff  should  be  informed  of 
arrangements  with  outside  groups.  Com- 
pany "politics"  can  waste  valuable  time  of 
outside  groups; 

f.  The  outside  group  should  be  con- 
sidered as  part  of  the  staff;  including  being 
given  access  to  all  pertinent  confidential 
information.  Otherwise,  money  will  be 
wasted; 

g.  A  close  personal  working  relation 
between  consultant  and  client  is  most  fruit- 
ful; 

h.  Client  should  not  expect  miracles  or 
try  to  cut  costs  below  the  minimum  re- 
quired for  worthwhile  results. 

Conclusions 

It  was  agreed  that  the  word  "research" 
can  be  misleading  to  the  small  business 
man  without  experience  in  using  outside 
services.  Further,  it  is  rare  that  he  would 
initially  undertake  any  real  research. 
Therefore,  it  was  suggested  that  "technical 
assistance"  be  used. 

The  small  business  man  does  not  or  will 
not  recognize  that  his  problem  is  one  that 
can  be  solved  by  outside  assistance.  This  is 
a  part  of  the  education  problem.  It  was 
agreed  that  the  subject  of  the  potential  value 
of  outside  technical  assistance  should  be 
part  of  future  conferences  on  small  busi- 
ness technical  problems.  Such  conferences 
at  the  local  level  on  an  annual  or  biennial 
basis  were  recommended.  One  or  more 
future  conferences  on  a  national  scale  were 
also  considered  desirable.  In  addition,  pub- 
lished information  was  suggested  for  the 
guidance  of  Chamber  of  Commerce,  in- 
dustry and  trade  associations,  Government 
and  other  groups  in  frequent  contact  with 
small  business. 
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Donald  A.  Hipkins 

Deputy  Administration 
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Vice  Chairman  and  Recorder: 

Theodore  G.  Waale,  Director 

Office  of  Procurement  and  Technical  Assistance 

Small  Business  Administration 


This  report  summarizes  the  consensus 
of  Workshop  T-14. 

The  need  to  explore  the  problem  and 
develop  specific  information  on  how  to  se- 
cure information  from  Government  agencies 
was  considered  to  be  important  and,  in 
many  cases,  to  contribute  to  the  success 
of  a  small  business  concern. 

It  was  the  unanimous  opinion  of  all  par- 
ticipants that  scientific  research  and  de- 
velopment conducted  by  various  Government 
agencies  should  be  made  known  through 
suitable  means  at  a  local  level.  In  addition, 
it  was  generally  agreed  that  adequate  Gov- 
ernment research  and  development  infor- 
mation is  available,  but  that  the  business- 
men in  general  are  not  aware  of  this  fact, 
owing  to  a  lack  of  adequate  means  for  its 
dissemination  to  the  general  public. 

There  was  considerable  discussion  at  the 
outset  of  the  meeting  concerning  methods 
of  increasing  the  awards  of  research  and 
development  contracts  to  qualified  small 
business  concerns.  The  problem  area  here 
appeared  to  be  lack  of  information  concern- 
ing proposed  procurements,  as  well  as  the 
inability  of  the  small  business  men  to  secure 
specific  information  on  research  and  devel- 
opment work  accomplished  by  others.  Also, 
reference  was  made  to  the  inability  of  small 
business  to  secure  information  on  research 
and  development  work  accomplished  either 
by  the  Government  or  private  industry. 

Reference  was  made  to  the  booklet  en- 
titled ''Federal  Policies  and  Programs  that 
Benefit  Small  Business",  which  was  highly 
endorsed,  with  the  suggestion  that  a  similar 
booklet  entitled  "How  To  Get  Research  and 
Development  Information  from  Government 
Agencies"  be  published.  Such  a  booklet 
could  be  distributed  through  field  offices  of 
the  Small  Business  Administration,  Depart- 
ment of  Commerce,  and  public  libraries. 

International  Cooperation  Administration 
publishes  a  number  of  valuable  technical 
manuals.  Under  the  present  procedures, 
these  manuals  are  not  made  available  for 
distribution  to  the  American  businessman. 
They  are  available  for  reference  purposes 
in  field  offices  of  the  Small  Business  Admin- 
istration and  the  Department  of  Commerce. 


Considerable  interest  in  these  publications 
was  expressed  by  many  members  of  the 
Workshop.  A  recommendation  was  made  that 
SBA  check  into  this  matter  and  see  what  ac- 
tion would  be  required  to  have  them  made 
available  to  American  small  business  con- 
cerns. There  is  a  possibility  that  ICA  legis- 
lation prohibits  distribution  to  the  general 
public   within  the  Continental  United  States. 

Members  of  the  Workshop  recommended 
that  a  study  be  conducted  on  ways  and  means, 
criteria,  and  feasibility  of  making  research 
and  development  available  to  the  small 
businesses  at  the  local  level  at  a  nominal 
cost.  A  program  of  this  nature  is  now  being 
conducted  by  the  Canadian-Ontario  Re- 
search Foundation. 

The  final  recommendation  of  the  Work- 
shop was  that  all  Government  agencies  pub- 
licize, through  all  possible  media,  the  avail- 
ability of  research  and  development  infor- 
mation. This  publicity  should  be  in  sufficient 
detail  to  assist  businessmen  to  identify  spe- 
cific research  and  development  information. 

The  conclusions  and  recommendations  of 
this    Workshop  are  summarized  as  follows: 

1.  That  the  Government  publish  a  booklet 
on  the  availability  of  U.  S.  Government  re- 
search data  and  how  to  get  it; 

2.  That  valuable  technical  research  ma- 
terial published  by  ICA  be  made  available 
to  American  small  business  men; 

3.  That  valuable  research  and  develop- 
ment information  available  in  Government 
research  and  development  contract  reports 
be  made  available  to  small  business  men; 

4.  That  unlimited  opportunity  for  de- 
veloping a  small  company's  research  and 
development  activities  would  exist  if  small 
business  were  given  better  opportunities  to 
obtain  Government  research  and  develop- 
ment contracts; 

5.  That  research  and  development  be 
made  available  to  small  business  at  a 
nominal  cost,  similar  to  the  Canadian  pro- 
gram conducted  by  the  Ontario  Research 
Foundation. ' 


This  is  a  Canadian  Government  subsidized  foundation  which 
does  research  and  development  work  for  small  companies  at 
very  nominal  rates. 
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♦PRE -CONFERENCE  SURVEY  AMONG  SMALL  BUSINESS  MEN  REGARDING 
THEIR  ACTIVITIES  IN  DISTRIBUTION  RESEARCH 

Douglas  Williams 

Douglas  Williams  Associates 

New  York,  New  York 


Those  who  originally  conceived  of  this 
Conference  were  ,  determined  that,  above 
all,  it  should  be  practical;  that  it  should 
not  be  an  "armchair  convention"- -but  that 
it  be  geared  to  getting  results. 

Accordingly,  as  one  of  the  first  orders 
of  business,  they  sponsored  a  survey  among 
small  business  men.  Their  reasoning  was 
that  the  Conference  needed  to  be  based  on 
a  firsthand  appreciation  of  what  small 
business  men  think  and  know  about  research, 
and  how  much  research  they  actually  do 
in  practice.  In  other  words,  the  agenda 
was  to  be  planned  with  a  down-to-earth 
understanding  of  the  problems  small  busi- 
ness men  face  when  it  comes  to  doing  re- 
search--and  thus  help  ensure  the  develop- 
ment of  realistic  ideas  as  to  how  small 
business  men  can  help  themselves --by 
using  research. 

The  highlights  of  the  results  of  the 
survey  Douglas  Williams  Associates  did 
among  small  business  men  on  the  subject 
of  distribution  research  are  reported  here. 


For  purposes  of  this  project,  the  defini- 
tion of  distribution  research  was  considered 
to  be  all-inclusive  - -marketing  research, 
advertising  research,  consumer  preference 
inquiries,  studies  of  sales  costs,  traffic 
surveys --in  other  words,  all  the  kinds  of 
research  which  are  done  in  the  interests  of 
doing  a  better  selling  job. 

Now,  to  sketch  out  very  briefly  how  we 
did  our  survey.  First,  it  should  be  said 
that  our  primary  interest  was  not  in  a 
quantitative  count  of  how  many  small  busi- 
ness men  did  this,  or  didn't  do  that;  but 
rather  in  developing  an  appreciation  of 
the  nature  of  small  business  men's  activities 
on  the  marketing  front.  What  kinds  of 
selling  problems  do  they  have,  what  do 
they   do   and   not   do   about   them,    and   why? 

Accordingly,  we  went  into  five  major 
cities  in  the  United  States  - -Detroit,  Denver, 
San  Francisco,  Hartford  and  New  York-- 
and  in  these  metropolitan  areas,  we  talked 
with  a  sampling  of  over  one  hundred  small 
business    men.    The    term  "distribution  re- 
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search"  was  first  explained  to  them.  Then 
they  were  encouraged  to  talk,  at  length  and 
in  detail,  as  to  how  they  felt  about  this 
part  of  business,  and  what,  if  anything, 
they  did  along  these  lines.  These  inter- 
views lasted  at  least  an  hour,  frequently 
longer. 

In  addition,  in  order  to  fill  out  the  pic- 
ture, questionnaires  were  answered  by 
about  one  hundred  other  small  business 
men  in  several  places. 

Some  of  the  small  business  men  inter- 
viewed were  selected  on  the  basis  of  nom- 
ination by  the  local  offices  of  the  Small 
Business  Administration,  of  the  Department 
of  Commerce,  banks,  the  local  Chamber 
of  Commerce,  and  the  like,  as  being  repre- 
sentative of  different  types  of  companies, 
with  varying  kinds  of  problems.  We  also 
picked  some  small  businesses  for  inter- 
views sheerly  at  random:  from  classified 
telephone  directories,  and  also  by  "cold 
calls"  off  the  street. 

The  sampling  of  small  businesses  in- 
cluded, finally,  about  one  half  manufactur- 
ing establishments,  one  third  retail,  and  the 
remainder  wholesale  and  service.  These 
concerns  ran  the  gamut  of  different  types 
of  businesses  and  industries. 

Highlights  of  Results 

First,  a  fast,  bird's-eye  view  of  the 
over-all  results  of  this  survey,  before 
developing  any  of  the  individual  findings 
more  thoroughly. 

To  begin  with,  the  survey  has  demon- 
strated how  important  distribution  research 
can  be  to  small  businesses.  At  the  same 
time,  the  study  brings  out  that  convincing 
small  business--of  the  importance  of  dis- 
tribution research- -will  be  a  formidable 
task.  A  major  reason  for  this  is  that  these 
men  are  already  overwhelmed  with  prob- 
lem s- -immediate,  pressing  problems  -- 
and  in  comparison,  distribution  research 
strikes  many  as  vague,  and  highly  theoreti- 
cal in  nature.  Nevertheless,  there  is  more 
in  the  way  of  distribution  research  that  is 
going  on  than  immediately  meets  the  eye. 
Many  small  business  men  do  a  kind  of 
distribution  research,  in  an  informal  way, 
even  if  they  themselves  don't  recognize  it 
as  such.  One  might  even  think  of  distribu- 
tion research  as  being  an  extension  of 
what  many  small  business  men  are  already 
doing  informally.  No  matter  how  one  looks 
at  it,  however,  the  extent  of  systematic 
distribution  research  in  small  business  is 
meager  indeed. 


This  Conference  will  have  a  real  chance 
to  bring  home  to  small  business  men  how 
they  can  help  themselves,  and  help  them- 
selves substantially,  through  distribution 
research. 

The  Small  Business  Man  as  a  Person 

Now  that  this  over -all  summary  state- 
ment of  the  results  has  been  made,  it  is 
important  to  take  a  look  at  the  small 
business  man  as  a  person.  Understanding 
his  problems  regarding  distribution  re- 
search will  be  easier,  if  we  understand 
him. 

Who  is  the  small  business  man?  We  see 
so  many  references  to  him  as  if  he  were 
an  average  type.  Actually,  there  is  no  com- 
posite small  business  man.  If  the  survey 
teaches  anything,  it  is  that  these  men  are 
highly  individualistic.  Further,  not  only  do 
their  personal  characteristics  vary  widely; 
so  do  their  motivations. 

There  are,  of  course,  many  of  them  who 
are  single -mindedly  bent  on  building  a 
stronger  business,  on  expanding.  Such  men 
can  be  called  management-minded.  Many 
of  them  will  develop  their  business  into  a 
medium  size,  or  even  a  large  one,  before 
they  are  through.  But  there  are  many  who 
are  differently -minded.  Some  want  to  be 
small,  in  the  interests  of  controlling  their 
own  destiny.  For  instance,  a  small  whole- 
saler from  San  Francisco  said: 

"The    more    my    business    grows,    the 

less    control    I    have     over    it;    so   why 

should  I  want  to  get  too  big? 

Also,    there    are    those   who  value  being  a 

small   business    man  because  they  can  then 

avoid     some     of    the     disciplines    which   are 

characteristic    of   corporate    life.    To   quote 

from   the  remarks  of  a  small  manufacturer 

in  Hartford: 

"This  is  a  tough  grind  I've    got,  but  the 
point   is,    I'm  my  own  boss.  If  I  want  to 
knock  myself  out  for  a  couple  of  months, 
or    three    or  four,  and  then  take  it  easy 
for  a  few  weeks,  I  can  follow  that  pace. 
I   wouldn't  have  that  flexibility  in  a  big 
company." 
Another    factor    noticeable    among    some 
small  business  men  is  that,  not  being  bound 
by    corporate    restrictions  on  what  they  say 
or  do,  they  can  act  much  more  independently. 
They   can  be   non-conformist,   if  it  pleases 
them.  One  such  interesting  case  of  this  was 
the    man    who    was    in    the    midst   of   suing 
one  of  the  largest  corporations  in  the  coun- 
try. He  confided  that  he  didn't  have  a  chance 
of  winning,  but  he  did  figure  he  could  carry 
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them  all  the  way  to  the  Supreme  Court,  and, 
to  use  his  words,  "show  those  guys  he 
amounted  to  something  himself." 

There's  one  last  point  to  be  made  about 
the  small  business  man,  as  a  person. 
Naturally,  they  are  intensely  interested  in 
making  money.  Usually  it's  their  own  pock- 
etbook  which  is  involved,  not  an  imper- 
sonal budget.  At  the  same  time,  there  are 
non-financial  rewards  which  represent 
important  motivations  for  them. 

Among  manufacturers,  many  have  a  feel- 
ing for  their  products  which  is  akin  to 
devotion,  and  which  goes  deeper  than  fi- 
nancial interest  alone.  Such  men  have  a 
tendency  to  stick  with  their  products  through 
thick  and  thin,  not  always  winning.  But 
there  are  always  those  who  do  win- -and 
big. 

There  are  successful,  small  merchan- 
disers who  get  a  satisfaction  out  of  pro- 
viding good  service  that  is  made  up  of  more 
than  a  dollar  pleasure.  Quoting  what  a  man 
in  Detroit  with  a  small  store  said: 

"Success  takes  hard  work  when  you're 
a    retailer.    You've  got  to  eat  and  drink 
the   business. ..And  you've  got  to  give  a 
service;  the  best  service.  That's  every- 
thing. Giving  everyone  the  best  that's  in 
you  gives  you  a  real  glow." 
Sometimes    the    creative    urge   is    strong. 
For  example,  from  a  Denver  businessman: 
"My   whole    aim  is  to  build  a  business. 
Essentially,  the  business  is  a  one-man 
operation.  That's  me.  What  it  becomes, 
I'll  be  responsible  for." 
In  the  listening  and  talking,  in  the  thinking 
and   planning   during  the  Conference,  it  will 
be   important   to  keep  these  characteristics 
of   small   business    men  in  your  mind.  This 
Conference    is    concerned   not   with   a   type, 
but  with  millions  of  different  individuals. 

SUMMARY  OF  RESULTS 

I.  Importance  of  Small  Business  in  United 
States 


throughout  the  country  that  are  in  a  healthy 
state. 

In  the  United  States,  there  are  4,300,000 
businesses  in  existence.  Of  these,  4,000,000 
are  small  businesses.  Small  businesses 
provide  nearly  two  thirds  of  the  total  em- 
ployment in  the  country,  and  close  to  half 
of  the  total  dollar  volume  of  business  done. 

However,  small  business  is  more  than  an 
important  element  in  our  economy.  The 
founding  of  new  small  businesses,  and  the 
developing  of  going  small  businesses  into 
larger  ones,  is  characteristic  of  the 
American  spirit.  It  is  a  significant  factor  in 
the  kind  of  country  we  have --a  country 
where  people  have  freedom  of  choice.  Are 
there  any  who  would  like  to  think  of  what  the 
United  States  would  be  like,  without  millions 
of  people  occupied  in  and  building  up  millions 
of  small  companies? 

II.  Importance  of  Distribution  Research 
Has  to  be  Taught 

However,  to  convince  these  men  that  one 
of  the  most  effective  ways  they  can  help 
themselves  is  through  the  use  of  distribu- 
tion research  will  necessitate  a  really 
effective  educational  effort.  The  educational 
program  to  grow  out  of  this  Conference  will 
have  to  be  thoughtfully  conceived,  and  it  will 
have  to  be  well  executed.  First,  last  and 
always,  it  will  have  to  be  realistic  and  down- 
to-earth,  not  up  in  the  stratosphere. 

For  it  is  the  purpose  of  this  Conference 
to  get  started  on  a  continuing  program  to 
bring  home  to  the  small  business  man  that, 
by  systematic  study  of  his  marketing  results 
and  methods,  he  can  indeed  increase  his 
sales,  cut  his  costs,  find  new  markets, 
improve  customer  satisfaction- -in  short, 
substantially  add  to  the  success  of  his  sales 
performance. 

III.  Small  Business  Men  Already  Over- 
whelmed With  Problems 


We  would  like  to  stress,  as  thefirstmain 
point,  that  we  came  out  of  the  survey  ex- 
perience with  a  very  real  appreciation  of  how 
small  business  men  could  improve  their 
sales  results,  and  improve  them  substan- 
tially, through  a  better  use  of  distribution 
research. 

It  is  our  opinion  that  this  is  important, 
beyond  the  fact  that  distribution  research 
can  benefit  any  given  small  business  man 
himself.  It  is  important,  in  our  national 
interests,  to  have  plenty  of  small  businesses 


The  findings  demonstrate  a  handful  of 
reasons  why  there  is  a  real  sales  job  in- 
volved in  showing  small  business  men  the 
hardheaded  realism  of  using  distribution 
research. 

As  has  already  been  said,  they  are  already 
overburdened  with  problems.  A  man  proc- 
essing a  new  product  said  to  us: 

"I'm  like  a  juggler  handling  nine  balls, 
and  absolutely  the  most  I  can  juggle  is 
eight.  So  every  once  in  a  while  I  drop 
one." 
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These  problems  overwhelming  him  are  on 
matters  that  cannot  be  put  off.  They  are  of  a 
nature  that  can  put  him  out  of  business 
overnight. 

To  take  a  single  example,  consider  the 
financial  problems  facing  him.  Just  keeping 
liquid  to  pay  his  bills  is  a  major  problem. 
If  he  needs  new  money,  he  has  to  decide 
whether  to  sell  an  equity  in  his  business, 
or  to  try  for  a  loan  at  the  bank.  And  how 
many  of  them  know  how  to  make  an  effective 
presentation  of  their  operation,  in  order  to 
qualify  for  a  loan? 

Another  problem,  of  course,  is  taxes. 
These  make  a  small  business  man  feel  as 
if  he  were  always  kicking  from  behind  his 
own  goal  line. 

Big  business,  big  business  getting  even 
bigger,  provides  the  sternest  kind  of  com- 
petition in  the  market  place.  It  also  pro- 
vides another  kind  of  competition,  in  that 
it  attracts  to  its  ranks  the  best  applicants 
for  employment- -so  that  small  business 
men  don't  get  a  good  "draw"  on  people 
looking  for  work.  Certainly  the  problem  of 
recruiting,  training  and  keeping  adequate 
personnel  is  a  tough  one  for  them. 

There  are  many  others,  but  the  point  is 
this:  Against  the  many  critical,  immediate 
problems  these  men  face,  distribution  re- 
search appears  at  best  to  be  very  long-range. 
Additionally,  many  of  them  also  make 
statements  to  the  effect  that  "it  is  too 
expensive  for  us,"  or  "we're  too  small 
for  that,"  to  quote  from  typical  interviews. 

IV.    Little    Natural   Inclination   Toward  Re- 
search 

The  foregoing  is  true  of  quite  a  few  people 
who  are  aware  of  the  benefits  which  it  would 
be  possible  for  them  to  derive  from  distri- 
bution research.  In  addition,  however,  there 
are  many  who  just  do  not  understand  what 
distribution  research  is--its  purposes,  the 
important  information  they  can  learn  from 
it,  the  different  ways  in  which  it  can  be 
used. 

For  one  thing,  distribution  research  has 
its  own  vocabulary- -which  sounds  very 
mysterious  to  the  uninitiated.  "Market  po- 
tential," "probability  sampling,"  "motiva- 
tion research,"  "statistical  data,"  "cost 
center  analysis."  Terms  like  these  make  a 
lot  of  small  business  men  leery. 

It   is    also   true    that   many    of  these  men 
are    action-type    people.    Their  mood  is  one 
of    "let's    do   it;    let's   do    something   now." 
There's    a    good    reason  for  this.  The  small 
business    man    receives    no   automatic    pay 


check.  He  has  to  put  forth  the  kind  of 
effort  that  will  get  the  cash  in  today --to 
meet  his  payroll  at  the  office;  and  to  buy 
groceries  at  home,  get  clothes  for  the 
children. 

This  is  an  important  point  to  be  kept  in 
mind:  that  many  small  business  men  are  not 
analytical  by  nature.  They  often  operate 
more  by  the  seat  of  their  pants,  than  by 
using  systems  and  records.  In  other  words, 
they  don't  tend  to  be  the  type  who  would, 
of  their  own  volition,  incline  toward  the 
use  of  systematic  research. 

V.  Nevertheless,  Research,  of  a  Kind, 
Being  Done  Every  Day 

The  foregoing  shows  there  are  quite  a  few 
factors  which  add  up  to  the  lack  of  distri- 
bution research,  in  any  formal  sense,  in 
small  business.  At  the  same  time,  there 
are  plenty  of  these  men  who  in  their  own 
natural,  sometimes  almost  subconscious, 
way  do  carry  on  one  phase  or  another  of 
distribution  research.  For  there  are 
methods  of  securing  pertinent  sales  infor- 
mation which,  though  very  informal,  come 
within  the  scope  of  a  consideration  of  dis- 
tribution research. 

An  essential  ingredient  in  research  is 
the  proper  state  of  mind- -the  inquiring  mind, 
an  interest  in  learning.  There  are  some 
small  business  men  who  do  bring  this 
attitude  into  their  work.  It  seems  realistic 
to  say  that  effective  distribution  research 
is  being  done  by  such  men,  even  if  they 
don't  have  carefully  analyzed  sets  of  sta- 
tistical results. 

This  adds  up  to  the  fact  that  distribution 
research  should  not  be  viewed  in  black  and 
white  terms --as  a  process  which  some  com- 
panies use,  and  others  don't.  Its  use  in 
small  business  should  be  thought  of  as 
taking  place  along  a  continuum,  or  scale. 
At  the  start  of  this  scale  would  be  those 
cases  of  some  kinds  of  distribution  research 
being  carried  out  in  the  most  informal 
way.  Progress  along  the  scale  would  be 
represented  by  continuously  more  formal 
surveys  and  studies  carried  out  by  various 
small  concerns. 

Some  examples  of  quite  informal  research 
would  be: 

-  The  restaurant  proprietor  who  checks 
returned  dishes  to  see  what  types  of  food 
are  left  uneaten. 

-  The  manufacturer  who  systematically 
interviews  salesmen  when  they  are  in 
the  office  about  field  conditions. 
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-  The  buyer  in  the  women's  apparel 
store  who  spends  most  of  her  time  on 
the  floor,  talking  with  customers  to  get 
the  feel  of  their  preferences,  and  to 
learn  their  reactions  to  competitive 
stores. 

-  The  wholesale  drughouse  owner  who  has 
all  his  executives  travel  the  whole  terri  - 
tory  once  a  year,  so  his  organization 
will  be  sensitive  to  customer  needs. 

-  The  haberdasher  who  had  six  sample 
shirts  made  up,  displayed  them,  talked 
to  customers  about  them,  and  took 
orders  for  them.  But  he  didn't  feature 
and  advertise  them,  or  order  them  in 
quantity,  until  he  had  first  estimated 
the  market  for  them. 

-  A  manufacturer  who  classifies  and  files 
sales  ideas  from  trade  publications  for 
periodic  review. 

Now,    some    illustrations    of   research   on   a 
more  systematic  basis: 

-  The  men's  apparel  store  proprietor  who 
learned  from  his  trade  association  pub- 
lication of  the  success—based  on  con- 
trolled experiments  conducted  by  a 
clothing  manufacturer --of  "self-selec- 
tion shelving"  for  merchandise,  instead 
of  glass  counters.  He  then  discussed  the 
studies  thoroughly  with  the  manu- 
facturer, and  installed  them. 

-  The  small  retailer  who  had  his  clerks 
comparison-shop  a  Macy's  branch  for 
two  weeks  after  it  moved  into  a  town 
next  to  the  community  where  he  was 
located. 

-  The  hardware  wholesaler  who  system- 
atically reads  government  and  trade 
association  statistics  on  sales,  in- 
ventory turnover,  accounts  receivable 
position,  etc.,  as  a  basis  for  comparison, 
and  spotting  weaknesses  in  his  organi- 
zation's status. 

-  The  manufacturer  who  ran  identical  ads 
in  several  magazines,  keying  the  coupon 
in  each  to  test  the  pulling  power  of  the 
different  publications. 

-  The  manufacturer  whohashis  salesmen 
make  periodical  reports  of  style  and 
color  preference  of  customers  in  their 
area. 

-  The  appliance  dealer  who,  after  a  sale 
is  made,  has  his  salesmen  ask  several 
standard  questions,  with  the  answers 
being  recorded,  as  to  why  the  customer 
picked  that  store. 

-  The  newspaper  which  copied  license 
plates   in   shopping  center  parking  lots, 


through  them  checked  the  place  of  the 
owners'  residence,  and  demonstrated 
to  their  advertisers  that  shoppers  in  the 
city  came  from  outside  the  city,  match - 
ing  the  paper's  circulation  pattern. 

Finally,  some  instances  of  expert  use  of 
distribution  research  by  small  business 
men: 

-  The  retail  store,  which  along  with  nine 
other  similar  types  of  outlets  in  nine 
major  cities  formed  a  small  association 
to  exchange  information  on  sales,  suc- 
cess oi  various  types  of  ads,  costs 
broken  down  on  various  bases,  length  of 
time  for  various  styles  to  move,  etc. 
They  did  this  because  the  data  from  their 
national  trade  association  and  the  gov- 
ernment was  too  gross  for  their 
purposes.  The  comparisons  possible 
within  their  smaller  grouping  are  a  di- 
rect aid  to  analyzing  sales  performance 
as  the  basis  for  improvement. 

-  The  small  ice  cream  manufacturer  who 
wanted  to  minimize  the  seasonal  slumps 
of  his  business.  He  sent  a  mail  ques- 
tionnaire to  outlets  handling  candy, 
asking  what  characteristics  a  desirable 
new  candy  should  have.  He  received  a 
good  proportion  of  responses,  and  based 
on  the  ideas  in  them,  developed  a  candy 
now  enjoying  great  success.  He  also 
built  his  own  small  retail  outlet  for 
candy,  as  a  means  of  keeping  a  firsthand 
exposure  to  the  consumer. 

-  The  manufacturer  who  wanted  to  demon- 
strate the  effectiveness  of  direct  mail 
advertising  to  his  distributors. 
He  brought  out  a  new  size  of  his  product, 
mailed  brochures  announcing  it  to  cus- 
tomers in  one  area,  and  requested  his 
distributors  not  to  mention  the  new  item. 
There  were  orders  and  re -orders  for  it, 
and  now  his  distributors  pay  him  to  get 
the  advertisements  he  prepares. 

-  A  lumber  dealer  and  processor  of 
wooden  construction  materials  for 
homes  has  one  full-time  man  on  the 
road  interviewing  architects,  builders, 
and  contractors  on  their  problems, 
needs  and  ideas.  His  reports  provide 
the  basis  for  brand-new  products,  as 
well  as  changes  and  improvements  in 
others. 

-  The  manufacturer  of  a  woman's  beauty 
product  who  retains  the  services  of  a 
concern  that  audits  sales  of  branded 
merchandise  in  a  national  cross  section 
of   retail  stores.  Through  these  figures 
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he  learned  that,  although  his  own  sales 
were  going  up,  his  share  of  the  total 
market  of  his  general  type  of  product 
was  decreasing.  This  led  to  the  dis- 
covery that  a  new  item,  with  a  different 
type  of  base  (and  as  yet  not  actually 
competitive  with  his  product)  was  doing 
very  well.  Accordingly,  he  developed 
his  own  product  with  this  new  base, 
and  was  test  marketing  it  at  the  time 
of  our  interview.  He  calculated  the 
research  service  had  more  than  paid 
for  itself  by  pointing  out  this  new  de- 
velopment in  his  distribution  picture. 

VI.  Research    Really   an  Extension  of  What 
Already  Being  Done 

The  survey  field  results  demonstrated 
that,  although  there  are  only  infrequent 
cases  in  small  business  of  a  skillful, 
planned  approach  to  distribution  research, 
there  are  many  examples  of  small  business 
men  carrying  out  some  sort  of  distribution 
research--even  if  they  themselves  wouldn't 
have  labeled  it  as  such. 

This  brings  out  a  very  significant  point: 
that  distribution  research  can  be  regarded 
as  an  extension  of  what  many  small  business 
men  are  doing  informally  already.  Editori- 
alizing a  bit,  there  is  no  need  for  them  to  be 
afraid  of  it  as  an  over -their -head  concept, 
or  out  of  their  reach  financially.  They 
should  regard  it  as  an  indispensable  tool. 
In  an  age  gone  by,  there  were  business 
men  who  were  slow  to  adopt  the  telephone, 
or  the  typewriter- -because  they  were  "new- 
fangled and  highfalutin'."  Such  men  soon  saw 
their  offices  become  hopelessly  inefficient, 
and  non-competitive.  The  same  now  applies 
to  distribution  research.  It's  necessary. 

VII.  Few    of  Available  Information  Sources 
Used 

To  repeat,  however,  the  over -all  finding 
from  the  survey  is  that  there  is  very  little 
done  in  the  way  of  a  systematic,  purposeful 
approach  to  distribution  research  in  the  vast 
bulk  of  most  small  businesses.  To  give  a 
measurable  pattern  to  these  interviews,  in 
every  one  of  them  it  was  asked  in  what  way, 
if  any,  the  small  business  man  used  the 
following  sources  of  sales  information: 
government,  trade  associations,  the 
business  press,  large  corporations  with 
whom  he  might  have  a  relationship,  and 
universities.  The  usual  answer  was:  Not 
much,  if  any. 


More  specifically: 

Trade  Associations 

Among  the  men  interviewed,  trade  asso- 
ciations are  the  most  used  source  of  re- 
search. This  is  true  of  periodical  listings 
of  sales  statistics  and  allied  figures  based 
on  statistical  data  furnished  by  the  individual 
members  of  the  association,  and  specific 
surveys  conducted  by  particular  associa- 
tions from  time  to  time. 

This  comment  from  a  wholesaler  in  the 
New  York  area  is  typical. 

"The  information  I  get  from  my  national 
wholesale     association    is    particularly 
valuable.  The  figures  they  provide  help 
us    to    spot   at    once    where  we're  out  of 
line." 
However,    quite    a  few  men  protested  that 
the  figures  published  by  their  trade  associa- 
tion   were    too    broad    and    general   to   give 
them  a  meaningful  base  for  comparison- -or 
that    so    many    members    wouldn't   hand   in 
their  figures  that  the  totals  weren't  valid. 

Business  Press 

The  business  press  is  regarded  as  very 
valuable,  but  not  usually  because  of  the 
statistical  survey  type  of  information  the 
publications  contain.  Rather,  the  business 
press  is  appreciated  on  the  distribution  front 
for  its  sales  ideas,  news  on  what  compet- 
itors and  associates  are  doing,  and  for  its 
commentaries  on  general  business  condi- 
tions. 

Universities 

Among  the  small  business  men  seen  by 
our  staff,  there  was  little  contact  with  uni- 
versities. There  were  a  few  instances  of 
companies  using  college  bulletins  on  par- 
ticular markets,  going  to  economics  de- 
partments with  questions,  or  the  like,  but 
these  were  rare.  Actually,  there  was  a 
tendency  to  be  awed  at  the  university  as  a 
source  of  help;  to  feel  automatically  that 
it  was  out  of  reach. 

Government  Sources 

The  picture  with  reference  to  the  govern- 
ment is  mixed.  Some  manufacturer,  or 
wholesaler,  or  retailer  will  make  system- 
atic, continuous  use  of  government  figures 
--for  instance,  from  the  Departments  of 
Commerce  or  Agriculture.  Then,  it  will 
develop  that  other  small  business  men  inter- 
viewed, in  the  same  general  field  with  the 
same  problems,  will  not  avail  themselves 
of  the  same  data;  indeed,  they  may  not  even 
know  of  its  existence. 
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It  seems  apparent  that  there  is  quite  a 
lack  of  understanding  of  sources  of  data 
supplied  by  the  government,  how  to  find 
out  what  information  is  available,  and  how 
to  go  about  getting  it. 

Quite  frequently,  there  were  complaints 
that  government  figures  were  not  broken 
down  finely  enough;  that  so  many  categories 
were  linked  together  that  the  results  were 
meaningless. 

Big  Business 

Among  the  men  in  the  sample  seen,  it  was 
a  rarity  to  talk  with  one  who  was  the  re- 
cipient of  distribution  research  data  from  a 
large  business. 

VIII.  The  Questions  Raised  by  This  Survey 
Need  Answers 

Certainly  this  picture  of  distribution  re- 
search in  small  business  raises  many  im- 
portant questions.  In  the  main,  these  ques- 
tions are  posed  in  the  subjects  taken  up  in 
the  workshops.  These  seminars  cover  the 
distribution  problems  of  small  business,  as 
defined  in  the  survey,  most  needing  solution: 
A  recapitulation  of  the  workshops  to  be 
staged  during  the  Conference  follows: 

1.  "How  Every  Small  Manufacturer  Can 
Be  His  Own  Researcher." 

Research  is  primarily  a  state  of  mind.  It 
is  not  a  secret  language.  It  is  a  matter 
of  becoming  open-minded,  willing  to  learn. 
How  can  hunches  be  tested,  and  ideas  tried 
out  on  a  small  pilot  basis?  How  to  doit 
inexpensively. 

2.  "How  Every  Small  Merchant  Can  Be 
His  Own  Researcher." 

How  simple  facts  and  ordinary  observations 
can  be  meaningfully  interpreted  to  help 
make  everyday  business  decisions.  For 
example,  a  small  restaurant  owner  who 
systematically  observes  what  foods  are 
being  left  on  plates  by  his  patrons  is 
"research-minded,"  and  will  accordingly 
be  able  to  improve  his  bill  of  fare.  How 
can  a  similar  research  approach  be  applied 
to  your  field? 

3.  "How  Small  Business  Men  Can 
'Guesstimate'  The  Future." 

How  do  you  determine  the  best  sources  of 
information?  How  do  you  use  this  informa- 
tion in  your  own  business  for  forward  plan- 
ning? How  far  should  a  small  businessman 
depend  upon  his  own  judgment,  and  where 
should  he  seek  other  information? 

4.  "How  To  Tap  'Hidden  Mines'  Of  Mar- 
keting Information  Outside  Your  Own  Busi- 
ness." 


How  to  look  for  the  kinds  of  outside  infor- 
mation already  in  existence.  How  can  it  be 
obtained?  How  can  you  apply  it  to  a  small 
business  with  profit? 

5.  "How    Can   Small   Business    Men    Use 
U.  S.  Census  Data?" 

Where  to  find  and  how  to  use  county  business 
patterns  and  other  breakdowns  of  census 
data.  How  to  secure  better  kinds  of  business 
product  geographic  information  from  the 
Census. 

6.  "How  Can  Professional  Consultants 
Better  Serve  Small  Business  Men?" 
Universities,  research  institutes,  consult- 
ing organizations,  etc.  are  effectively  serv- 
ing big  business.  How  can  these  organiza- 
tions provide  similar  services  to  small 
business  at  reasonable  cost? 

7.  ''How   To  Use  Your  Own  Records  For 
Greater  profit." 

What  kind  of  statistics  should  you  keep? 
How  should  your  records  be  organized  ?  How 
do  you  compare  figures  to  determine  sig- 
nificant trends  in  your  own  operations? 

8.  "How     To    Convert    Customer     Com- 
plaints Into  Profits." 

How  to  uncover  complaints  in  a  systematic 
manner.  How  to  use  organized  information 
on  complaints  to  improve  your  product  or 
service,  your  sales  program  or  your  pro- 
duction methods.  How  to  make  employees 
conscious  of  customer  complaints. 

9.  "How    To   Take    The    Mystery   Out   Of 
Market  Surveys." 

How  a  small  business  can  set  up  a  modest 
market  research  project,  such  as  personal 
interviews,  use  of  mail  questionnaires, 
traffic  counts,  library  sources,  etc. 

10.  Joint  Meeting:  "How  To  Relate  Re- 
search And  Development,  And  The  Com- 
pany's Marketing  Information." 

How  progressive  small  business  men  can  get 
the  most  out  of  both  research  areas.  How  dis- 
tribution research  can  point  the  way  to  new 
product  research  and  development.  How  new 
products  can  be  tested  in  the  market  before 
manufacturing  facilities  are  committed. 

11.  "How  Small  Business  Men  Can  Com- 
bine Their  Efforts  To  Conduct  Special  Re- 
search Projects." 

How  small  numbers  of  similar  businesses 
can  organize  to  collect  and  exchange  infor- 
mation on  the  market.  How  this  joint 
activity  performs  a  function  similar  to  that 
of  the  research  staff  of  a  large  corporation. 
How  merchants  in  a  community  can  jointly 
sponsor  surveys,  such  as  a  traffic  study, 
to  govern  location  of  a  new  shopping  cen- 
ter. 


127 


12.  "How  to  Develop  Personalized  Service 
--The  Small  Business  Man's  Best  Weapon." 
How  can  the  small  business  man  find  out 
what  kinds  of  service  rank  high  in  his 
customers'  minds?  How  can  the  small  busi- 
ness man  establish  an  individual  identity 
for  his  business? 

13.  "How  to  Develop  More  Sales  Per 
Dollar  of  Payroll." 

How  to  relate  every  job  to  increasing  sales 
results.  How  to  orient  all  employees  to  the 
fact  that  their  jobs  contribute  to  and  depend 
upon  successful  marketing. 

14.  "Evaluating  the  New  Product  or Serv- 
ice. 

How  to  judge  the  necessity  for  change  in 
product  design,  finish,  color,  packaging,  or 
service.  How  to  uncover  the  several  factors 
to  be  considered  before  change- -i.e.,  timing, 
competition,  need  for  increased  volume,  etc. 
How  to  determine  the  value  of  diversifica- 
tion. How  to  expand  existing  business  sound- 
ly. 

15.  "How  to  Develop  and  Present  Market- 
ing Facts  to  Raise  Capital." 

What  marketing  information  about  your 
business  must  be  researched,  analyzed,  and 
how  presented  to  secure  additional  funds  for 
market  expansion.  What  sources  of  market- 
ing information  are  considered  acceptable 
by  various  sources  of  capital. 

16.  "How  Sales  People  Can  be  Good 
Sources  of  Marketing  Information." 

How  small  businesses  can  acquire  "re- 
search staffs"  through  the  use  of  their  own 
sales  personnel.  How  to  plan  and  develop 
methods    for   the    collection   of   an  objective 


body    of    information    for    use    in   long-and 
short-range  sales  planning. 

This  Conference  will  be  able  to  do  much 
in  pointing  to  the  answers  to  such  questions, 
and  other  similar  ones  covered  in  the  formal 
speeches.  The  survey  itself  uncovered  ex- 
amples of  successful  applications  of  re- 
search that  overcame  these  problems- -in 
actual,  specific  cases.  Other  sources,  too, 
have  provided  numerous  case  histories  of 
small  business  men  making  effective,  re- 
sourceful use  of  distribution  re- 
search. 

The  job  now  becomes  one  of  drawing 
from  this  Conference  the  primary  lessons 
which  small  business  men  can  mostpracti- 
cally  use --and  make  them  simple  and  clear 
--so  that  they  will  be  used. 

At  all  times  it  is  important  to  keep  upper- 
most in  our  mind  the  kind  of  person  the 
small  business  man  is.  He  is  not  a  reflection 
of  big  business  in  miniature.  Often,  rather 
than  being  management-minded,  he  tends 
to  be  a  solo  operator,  playing  by  ear,  rather 
than  according  to  a  score. 

Small  business  men's  problems  are  re- 
lated to  the  kinds  of  enterprises  they  run, 
to  the  kinds  of  individuals  they  are.  By 
being  simpatico  with  them  as  they  are,  this 
Conference  can  help  them  to  help  them- 
selves. 

The  ultimate  objective,  of  course,  is  to 
ensure  that  there  is  a  follow-through  to  this 
Conference.  This  is  not  a  one -shot  seminar. 
It  is  a  take-off  step,  starting  a  program  of 
action- -a  continuing  program  of  action- - 
for  the  benefit  of  small  business. 


THE  VALUE  ADDED  BY  DISTRIBUTION  IN  A  COMPETITIVE  ECONOMY 

Professor  D.  Maynard  Phelps 

University  of  Michigan 

Ann  Arbor,  Michigan 


As  President  of  the  American  Marketing 
Association,  it  gives  me  great  pleasure  to 
appear  before  this  Conference.  The  Associa- 
tion which  I  represent  has  long  been  dedi- 
cated to  the  advancement  of  science  in 
marketing.  Surely  its  objectives  are  in  com- 
plete alignment  with  those  of  this  Con- 
ference. 

My  task  this  morning  is  to  think  with 
you  briefly  about  the  important  role  of 
distribution  in  the  American  free  enterprise 


economy,  perhaps  to  furnish  a  rationale  for 
your  later  deliberations.  We  are  fully  aware 
that,  through  a  fortunate  combination  of 
circumstances,  we  have  in  the  United  States 
a  level  of  living  which  few  could  possibly 
have  anticipated  half  a  century  ago.  It  is 
the  envy  of  other  peoples  throughout  the 
world,  and  they  strive  to  emulate  our 
example.  Our  tremendous  economic 
progress  of  the  past  few  decades  has  pro- 
vided  goods  and  services  in  abundance.  We 
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have  more  and  better  food,  means  of 
transportation,  housing,  household  equip- 
ment, more  facilities  for  entertainment, 
yet  more  leisure  than  anyone  could  reason- 
ably have  expected.  Goods  are  in  such  ample 
supply  that  some  people  worry  more  about 
America's  capacity  to  consume  than  her 
capacity  to  produce.  The  facts  of  the  situa- 
tion speak  for  themselves.  The  casual 
factors  are  much  less  clear. 

Undoubtedly,  basic  research,  an  improv- 
ing technology,  effective  management  in 
an  environment  of  free  enterprise  have  all 
been  instrumental  in  raising  our  levels  of 
living  over  the  past  several  decades.  The 
importance  of  these  factors  would  not  be 
denied,  but  they  must  be  joined  with  an 
effective  distribution  system  for,  without 
it,  they  are  powerless  to  meet  consumers' 
needs  and  wants.  The  role  of  distribution 
in  our  economy  of  abundance  has  not  been 
sufficiently  recognized,  even  by  the  manu- 
facturer, at  times,  or  by  those  who  are 
constantly  engaged  in  the  distributive  proc- 
ess; surely  not  by  the  man  in  the  street. 

There  is  even  a  feeling  in  many  quarters 
that  distribution  is  somehow  unproductive; 
that  "trade  is  sterile",  as  the  French 
physiocrats  believed  and  taught  in  the  middle 
of  the  19th  Century.  The  word  "middleman" 
still  has  a  certain  invidious  connotation  in 
the  thinking  of  some  people.  Apparently 
they  believe  that  many  middlemen  could  be 
eliminated  with  favorable  results  for  the 
economy.  Like  many  popular  misconcep- 
tions in  the  minds  of  uninformed  people, 
this  one  lingers  on,  These  unreasoned  atti- 
tudes show  a  complete  lack  of  recognition 
of  the  functions  which  must  be  performed 
by  someone  if  our  economy  is  to  operate 
effectively. 

The  reasons  which  lie  behind  this  lack  of 
recognition  are  many  and  varied.  One 
reason,  undoubtedly,  is  the  fact  that  we  have 
had  an  economy  of  abundance  for  a  com- 
paratively short  time.  In  an  economy  of 
scarcity,  distribution  is  a  lesser  problem; 
therefore,  it  became  important  much  later 
than  production,  and  not  until  initial  produc- 
tion problems  were  largely  solved.  There 
was  little  attention  paid  to  distribution  until 
after  the  turn  of  the  present  century.  In 
fact,  no  course  was  given  in  marketing  at 
an  American  university  until  1902,  and  no 
book  published  on  the  subject  until  1914. 

Manufacturers  did  not  worry  much  about 
their  marketing  problems,  but  improvement 
in  production  processes  was  of  constant  con- 
cern to  them.  In  recent  decades,  however, 
goods    have     been    turned    out    in    ever-in- 


creasing quantities,  and  automation  in  pro- 
duction promises  even  more  in  the  future. 
Conditions  of  scarcity  have  been  replaced 
by  conditions  of  surplus,  and  this  has 
forced  recognition  of  distribution  problems. 

Lack  of  recognition  of  the  role  of  distri- 
bution has  also  flowed  from  a  misunder- 
standing of  the  relationship  between  produc- 
tion and  distribution  costs.  One  of  the  early 
leaders  in  department  store  merchandising 
called  attention  to  the  fact  that  production 
costs  had  decreased  since  the  beginning  of 
the  20th  century,  that  distribution  costs  had 
increased  markedly,  and  implied  that  dis- 
tributors had  failed  signally  to  operate  more 
efficiently  as  time  went  on.  There  was  no 
recognition  that  decreased  production  costs 
generate  increased  distribution  costs, 
almost  inevitably.  The  production  of  more 
and  more  goods  increases  both  the  range 
and  difficulty  of  marketing  problems.  The 
geographical  concentration  of  production 
does  likewise.  The  greater  proportion  of 
shopping  and  specialty  goods  in  the  total 
output  still  further  enhances  the  need  for 
marketing  activities.  The  old  concept  of 
staple  merchandise  has  almost  been  dis- 
carded in  view  of  the  fact  that  many  products , 
once  considered  staples,  are  now  treated  as 
shopping  or  specialty  goods,  for  instance, 
fruits  and  vegetables.  Now  there  is  more 
recognition  of  the  fact  that  we  can't  produce 
more  goods  continually,  more  varied  goods 
to  satisfy  consumers'  needs  and  wants,  con- 
centrate production  geographically  and  not 
have  increased  distributive  activities  and 
costs. 

The  increased  emphasis  on  distribution 
is  highlighted  by  significant  changes  which 
have  occurred  and  stiil  continue  in  the  com- 
position of  our  labor  force.  Data  from  a  study 
prepared  for  the  National  Bureau  of 
Economic  Research  offers  convincing  evi- 
dence of  these  changes  over  the  past 
several  decades.  1  For  instance,  distribu- 
tion's share  in  the  total  labor  force  in- 
creased from  6.1  per  cent  in  1870  to  16.4 
per  cent  in  1950.  Commodity  distribution 
and  other  services  combined  increased 
from  24.1  per  cent  to  53.2  per  cent.  In 
the  same  period,  however,  commodity  pro- 
duction's share  decreased  from  70  percent 
to  40.4  per  cent. 

Data  for  July  of  this  year,  furnished  by 
the  Department  of  Commerce  indicates  that 
of  52,574,000  employees  in  non-agricultural 


iBarger,  Harold,  Distribution's  Place  in  the  American  Economy 
Since  1869,  p.  6,  Table  2,  National  Bureau  of  Economic  Research, 
New  York,  1955. 
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establishments,  only  31.7  per  cent  were  in 
manufacturing;  21.8  per  cent  were  in  whole- 
sale and  retail  trade;  and  24.9  per  cent 
in  other  service  establishments,  excluding 
Government.2  Even  if  we  include  workers 
in  agriculture  and  mining  with  those  in 
manufacturing,  the  total  is  less  than  one- 
half  of  all  workers  employed.  Moreover, 
this  trend  toward  a  larger  proportion  of  the 
labor  force  in  distribution  and  other  services 
will  undoubtedly  continue  as  production 
becomes  still  further  mechanized.  Additions 
to  the  labor  force  must  be  absorbed  pri- 
marily in  distribution  and  other  services, 
and  will  be  needed  in  these  employments. 

The  principal  reason  for  a  lack  of  ap- 
preciation of  the  role  of  distribution  is  a 
misunderstanding  of  what  production  ac- 
tually comprehends.  Economists  have  long 
recognized  production  as  the  creation  of 
utilities  or  capacities  of  goods  and  services 
to  satisfy  human  wants.  If  distribution  is 
recognized,  as  it  should  be,  as  an  integral 
part  of  the  production  process,  there  would 
be  no  doubt  of  its  productivity  in  an  economic 
sense.  Four  types  of  utility  are  commonly 
recognized  by  economists;  form,  time,  place 
and  ownership  or  possession  utility.  When 
the  manufacturer  takes  labor,  raw  ma- 
terials, capital  in  the  form  of  buildings  and 
equipment,  and  management,  and  produces 
goods,  he  is  creating  form  utility.  Extractive 
industries  and  agriculture  do  likewise  in  a 
somewhat  different  manner.  The  finished 
products  in  some  cases  bear  no  resemblance 
to  the  materials  used.  They  are  new  and 
different,  and  sometimes  very  exciting  to 
potential  purchasers.  But  these  goods  are  of 
no  immediate  value  to  potential  consumers 
unless  they  have  become  available  to  them 
through  the  channels  of  trade,  and  are  in 
the  right  location,  at  the  right  time;  and 
ownership,  or  at  least  possession,  through 
lease  or  rental,  has  been  secured.  At 
every  step  through  the  distributive  process 
costs  are  assumed  and  value  is  added  to  the 
goods  because  they  come  nearer  and  nearer 
to  the  ultimate  consumer,  more  and  more 
available  to  him.  Functions,  and  necessary 
ones,  are  performed  all  along  the  line 
initially  by  manufacturers  and  then  by 
brokers,  wholesalers,  retailers  and  other 
market  intermediaries  as  the  goods  move 
forward  toward  consumers. 

Time  does  not  permit  a  discussion  of  the 
specific    functions    performed    by   the   dis- 


2  Current  Population  Reports,  Labor  Force,  Series  P-57,  No. 
181,  August,  1957,  U.  S.  Department  of  Commerce,  Bureau  of  the 
Census,  Washington. 


tributive  trades.  Undoubtedly  you  are  all 
familiar  with  them.  One  of  them,  however, 
deserves  special  mention  because  it  points 
up  so  clearly  the  economic  role  of  the 
distributor.  It  is  the  function  of  assembly, 
or  providing  the  proper  assortments  of 
goods  down  through  distribution  channels. 
In  any  wholesale  outlet,  or  in  any  retail 
store,  a  careful  examination  of  stock  will, 
in  all  probability,  show  items  from  the 
far  ends  of  the  earth,  and  also,  in  marked 
contrast,  from  short  distances.  Through  our 
complicated  pattern  of  distribution,  these 
goods  have  found  their  way  to  these  outlets. 
Availability  of  goods  to  those  who  want 
them  for  resale,  or  who  want  them  for  con- 
sumption, has  been  provided. 

In  retail  outlets  consumers  can  choose 
from  many  products,  and  many  brands  of 
the  same  product  class.  This  is  the  arena 
in  which  the  consumer  exercises  his  inde- 
pendence in  the  use  of  his  purchasing  power. 
He  does  have  independence  in  a  democracy. 
The  old  analogy  that  he  votes  for  certain 
products  through  purchases  expresses  his 
independence  admirably.  In  fact,  in  a  de- 
mocracy, production  is  guided  by  consumer 
choice  working  through  the  price  system. 
Choice  is  made  possible  by  our  system  of 
distribution,  which  provides  availability  of 
merchandise  for  comparison  and  ultimate 
purchase. 

Of  course,  it  is  necessary  that  both  goods 
and  knowledge  of  goods  be  made  available. 
Utility  is  created  by  communication  of  in- 
formation as  well  as  by  the  goods  them- 
selves. Goods  which  people  do  not  know  how 
to  use,  a  camera,  for  instance,  are  of  little 
value  to  them.  The  utility  is  in  the  camera, 
but  it  must  be  released  by  communication. 
Thus  there  are  time,  place  and  possession 
utilities  created  by  communication  in  the 
form  of  advertising  and  other  promotion 
as  well  as  by  the  physical  distribution  of 
goods.  Both  are  equally  necessary  as  parts 
of  our  distribution  system. 

In  practice,  manufacturing  and  distribu- 
tion are  intermixed  and  interdependent. 
Before  form  utility  can  be  created,  there 
must  be  distribution  activities  performed. 
The  manufacturer  must  get  raw  materials, 
supplies,  and  components,  often  from  dis- 
tant places,  before  production  can  begin. 
Components  must  get  to  the  assembler, 
perhaps  from  many  sources,  before  a 
finished  product  can  be  made  available  to 
consumers.  Just  as  for  the  consumer,  he 
must  get  these  goods  where  he  needs 
them,  when  he  needs  them,  and  get  in 
control   of  them,    or   he  cannot  perform  his 


130 


particular  function  of  creating  form  utility. 
Manganese  in  the  interior  of  Brazil,  natural 
rubber  in  Indonesia,  and  bauxite  in  the 
Guiana,  owned  by  someone  else,  have  little 
immediate  value  to  American  manufacturers 
until  there  has  been  value  added  by  distri- 
bution. When  this  value  has  been  added, 
production  can  go  forward. 

In  yet  another  area,  the  significant  role 
of  distribution  has  not  been  sufficiently 
recognized.  If  production  is  to  be  guided 
wisely,  the  market  must  be  interpreted  well. 
Questions  arise  both  on  the  qualitative  and 
the  quantitative  sides.  In  reference  to 
product  innovation  and  product  improve- 
ment, research  must  be  conducted  to  as- 
certain whether  certain  products  or  product 
characteristics  will  secure  consumer  ac- 
ceptance. This  has  been  aptly  called  "market 
analysis  for  product  control".  It  is  an 
effective  tool  of  management,  for  the  ob- 
jective is  to  "feed  back"  information  on 
the  market  for  the  guidance  of  those  indi- 
viduals who  are  entrusted  with  decisions 
on  what  to  produce. 

Those  in  direct  contact  with  the  market 
in  distributive  agencies  are  in  a  unique 
position  to  participate  in  investigations  and 
to  make  judgments  on  the  attitudes  of  con- 
sumers toward  products.  In  this  way  distri- 
bution contributes  through  planning  to  the 
creation  of  form  utility.  On  the  quantitative 
side  judgments  must  also  be  made.  The 
probable  extent  of  the  market  for  a  product, 
the  rate  of  market  development,  the  relative 
potentiality  of  different  parts  of  the  national 
market,  and  the  strength  of  competitors  are 
all  pertinent  questions.  They  are  all  market- 
ing questions,  and  unless  they  can  be 
answered  with  a  reasonable  measure  of 
accuracy,  the  manufacturer  cannot  proceed 
with  assurance.  Of  course,  these  questions 
are  difficult  to  answer  because  they  are  in 
the  field  of  prediction,  but  progress  is  being 
made  in  the  development  of  techniques 
which  will  furnish  reasonably  satisfactory 
answers. 

It  should  now  be  emphasized  that  the  cre- 
ation of  form  utility  through  manufacturing 
has  neither  greater  nor  lesser  economic 
importance  than  time,  place,  and  possession 
utilities  created  by  distribution.  There 
should  be  no  question  of  primacy,  for  to- 
gether they  form  a  continuous,  closely 
interrelated  process  through  which  eco- 
nomic enterprises  in  a  competitive  system 
meet  consumers'  needs  and  satisfy  their 
wants.  Neither  production  nor  distribution 
could  conceivably  be  effective  without  the 
other.    They   are    both  a   part   of  production 


to  the  economist,  for  production  means  the 
creation  of  utilities.  They  both  add  value 
to  goods,  but  in  dissimilar  ways. 

While  the  value  added  by  distribution 
through  the  creation  of  utilities  is  now  ap- 
parent, the  question  remains  whether  it  can 
be  measured.  As  you  know,  data  on  the  value 
added  by  manufacturing  is  customarily  se- 
cured and  reported  by  the  Bureau  of  the  Cen- 
sus, and  used  widely  by  economists  and 
business  men  in  analytical  studies.  No 
similar  attempt  has  been  made  to  measure 
the  value  added  by  distribution.  Perhaps 
such  an  attempt  is  overdue.  Of  course,  there 
are  many  problems  involved.  In  comparison 
with  production,  value  added  by  distribution 
is  more  obscure,  less  recognized,  and 
doubted  to  a  greater  extent.  Also,  it  pre- 
sents more  difficult  problems  of  measure- 
ment. Yet,  many  informed  people  believe 
that  the  technical  difficulties  involved  in 
the  accumulation  of  such  data  could  be 
overcome  and  that  the  data,  once  accumu- 
lated and  made  available,  would  be  most 
useful.  In  this  connection,  it  should  be 
noted  that  the  Chamber  of  Commerce  of 
the  United  States  has  officially  recom- 
mended that  data  be  collected  and  published 
on  value  added  by  wholesale  and  retail 
marketing  institutions.  The  Chamber  has  a 
sub-committee  of  the  Domestic  Distribution 
Committee  actively  at  work  on  this  question 
of  value  added  by  distribution.  Its  Chairman 
is  Professor  Theodore  N.  Beckman  of  The 
Ohio  State  University.  The  technical 
problems  of  collecting  and  publishing 
meaningful  data  are  being  studied  and  it  is 
hoped  that  data  can  be  published  as  a  part 
of  the  1958  Census  of  Business. 

Finally,  because  distribution  plays  such  a 
significant  role  in  the  American  economy, 
because  demands  upon  distributors  will  be 
heavier  as  time  goes  on,  additional  research 
is  needed  for  guidance,  especially  of  small 
business.  There  has  been  no  lack  of  inno- 
vation in  distribution  in  the  American 
economy.  New  and  better  techniques 
have  been  developed  continuously,  particu- 
larly in  the  past  two  or  three  decades. 
Competition,  on  which  we  largely  depend 
for  a  dynamic  economy,  has  been  most  active 
in  the  distribution  sphere,  and  its  results 
have  been  highly  beneficial  to  consumers. 
Yet  there  is  great  opportunity  for  increasing 
efficiency  in  distribution  and  the  most 
effective  means  for  its  attainment  is  ex- 
pansion of  research  and  wider  dissemination 
of  its  results.  Further  dissemination  of 
information  on  methods  and  procedures 
already  known  and  practiced  would  do  much 
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to  increase  efficiency.  Perhaps,  in  this 
Conference  called  by  the  President,  the 
need  for  further  research  can  be  stressed, 
means  for  its  expansion  suggested  and 
evaluated,  and  plans  made  for  better  com- 
munication of  research  results  and  of  knowl- 
edge already  possessed.  Small  business 
can  thus  secure  the  aid  needed  to  benefit 
the  entire  economy. 

Case  History:    Value  Added  By  Service 

Harold  E.  Rider,  President 
The  Stamford  Trust 

Company 
Stamford,  Connecticut 

Every  bank  is  a  service  organization. 
All  banks  use  the  same  inventory --Uncle 
Sam's  money.  We  all  have  the  same  vaults, 
checks,  savings  accounts  and  safe  deposit 
boxes.  We  all  have  Christmas  Clubs,  Va- 
cation Clubs,  business  loans,  installment 
loans  and  mortgage  loans. 

The  only  way  one  bank  varies  from 
another  is  the  people  in  it,  and  the  service 
it  renders  to  customers  and  to  the  com- 
munity. That  is  why  we  have  taken  our 
motto  from  our  name,  Stamford  Trust 
Company,  "S.T.C."  --'  'Service  to  Com- 
munity ' ' . 

Mr.  C.  F.  Kettering,  the  renowned  re- 
search director  of  General  Motors,  once 
said,  ''The  minute  you  are  satisfied  with 
what  you  know,  the  concrete  has  started 
to  set  in  your  brain."  We  are  never 
satisfied,  and  to  prevent  the  concrete  from 
setting  in  our  brains,  we  constantly  stress 
improvement  in  service  by  our  staff,  and 
study  new  methods  and  procedures,  with 
emphasis  on  market  research. 

We  always  plan  for  the  future,  and  in 
developing  new  ideas  and  services,  utilize 
the  wealth  of  facts  and  material  available 
to  us  in  our  library,  State  and  Federal 
agencies,  bankers'  associations  and  our 
local  government  departments. 

For  example,  we  are  in  the  business  of 
settling  estates.  We  wanted  to  know  what 
the  market  for  this  business  was  and  if  our 
bank  was  getting  its  share.  We  went  to  our 
Probate  Court  and  made  a  study  which  gave 
us  the  facts  we  needed  to  start  an  ag- 
gressive development  program. 

We  are  on  Long  Island  Sound,  with 
excellent  harbor  facilities.  Boating  has 
become  a  very  popular  recreation.  We  con- 
ducted a  market  survey,  and,  as  a  result, 
established  a  boat  loan  department. 


We  believe  it  is  important  first  to  know 
your  market  and  then  develop  the  service 
to  attract  the  business. 

Here  are  some  other  services  and  meth- 
ods we  use  which  have  an  application  to  all 
business--large  and  small- -but  which,  per- 
haps,  are   not   in   the    text   book  on  banking: 

We  are  on  the  periphery  of  New  York 
City  and  near  the  Westchester  branches  of 
Manhattan's  big  stores.  Our  shoppers  are 
constantly  attracted  by  these  shopping  cen- 
ters, so  we  started  an  advertising  pro- 
gram ''Shop  Stamford"  and  now  have  most 
other  institutions  adopting  a  variation  of 
the  idea  to  the  great  advantage  of  our 
local  merchants.  This  has  resulted  in  our 
local  merchants  boosting  us.  We  believe 
that  any  company  can  develop  an  idea  which 
will  build  the  business  of  the  community 
and  favorably  affect  the  company  giving 
birth  to  the  idea. 

We  stress  the  importance  of  every  em- 
ployee being  friendly,  but  we  never  ad- 
vertise we  are  a  "friendly  bank".  We  want 
people  to  say  we  are  and  to  feel  we  are 
and  have  them  say  so. 

We  have  featured  a  series  of  industrial 
exhibits  for  the  last  ten  years  to  acquaint 
the  citizens  of  our  community  with  the 
products  made  locally.  We  hire  buses  to 
transport  junior  high  and  high  school 
students  with  their  teachers  to  the  in- 
dustrial plants  for  on-the-spot  inspections, 
then  bring  them  to  the  bank  for  a  view  of 
the  exhibit  and  a  guided  tour  through  all 
the  departments.  We  conduct  a  brief  edu- 
cational meeting  in  which  the  students  are 
shown  how  ''Men,  Money  and  Machines" 
working  together  have  produced  our 
American  economy  and  the  highest  standard 
of  living  in  the  world. 

We  make  a  special  effort  to  welcome  all 
newcomers  into  our  community  by  offering 
them  our  banking  services  and  all  possible 
help  in  the  process  of  getting  established. 
For  individuals,  this  means  furnishing  in- 
formation on  taxes,  churches,  schools, 
homes,  and  guide  maps  of  the  community. 
For  industry,  we  assist  in  the  relocation 
of  their  personnel,  furnish  information  on 
wage  scales,  assist  in  obtaining  employees 
and  hold  a  luncheon  for  their  key  people 
with  the  civic  leaders  of  our  city. 

We  encourage  all  our  people  to  take  part 
in  community  work  such  as  hospitals,  united 
funds  and  welfare  agencies.  Any  business 
can  indirectly  help  itself  by  helping  others. 
Business  is  like  a  disease--you  must  be 
exposed  in  order  to  catch  it. 
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We  never  solicit  business  directly.  We 
try  our  best  to  render  service  first;  busi- 
ness follows  as  a  result. 

We  maintain  banking  service  for  our 
commuters  at  seven  o'clock  in  the  morning 
in  our  railroad  station  branch.  We  have 
three  drive-in  branches,  a  Common  Trust 
Fund  for  the  benefit  of  people  of  limited 
means  and  fur  storage  in  a  modern  air 
conditioned  vault.  We  conduct  forums,  semi- 
nars and  discussion  groups  for  lawyers, 
business  men,  doctors,  women,  and  other 
groups  on  subjects  such  as  wills  and  trusts, 
investments,  pensions  and  profit-sharing 
plans.  We  try  constantly  to  share  our  tech- 
nical skills  and  be  of  real  service  to  our 
people  on  the  involved  problems  facing  them 
in  our  complex  economy. 

We  share  our  program  with  other  banks, 
for  the  good  of  banking.  We  have  always 
had  as  our  philosophy,  service  to  the  small 
business  man,  the  home  owner  and  the  little 
fellow.  Over  84  per  cent  of  our  commercial 
loans  are  for  amounts  under  $5,000.  These 
include  auto  loans,  appliance  loans,  home 
repair  loans,  personal  loans,  dental  care 
loans,  educational  loans  and  all  others  in 
the  category  of  human  needs.  We  believe 
the  greatest  factor  in  credit  is  the  charac- 
ter and  integrity  of  the  borrower,  and  we 
invariably  find  a  way  to  make  the  loan. 
Our  record  of  losses  has  been  small.  These 
are  services  which  make  a  bank  live  as  a 
good  neighbor. 

We  frequently  find  a  small  business  which 
needs  an  additional  ■  capital  loan.  We  refer 
the  company  to  our  Connecticut  Development 
Credit  Corporation,  established  for  this 
purpose  and  in  which  our  bank  participates. 
We  also  refer  loan  requests  to  the  Small 
Business  Administration,  and  have  partici- 
pated in  these  loans,  particularly  during  the 
disastrous  flood  period  in  Connecticut  a  few 
years  ago. 

These  are  a  few  of  the  many  services 
we  have  rendered  to  our  community  life, 
which  represent  "value  added"  to  our  bank 
and  to  our  people.  No  one  can  ever  have  a 
monopoly  on  service.  Every  business  ,  large 
and  small,  should  give  constant  thought  to 
how  it  can  improve  its  service  through 
marketing  research. 

It  is  a  fact  that  the  small  business  man 
has  a  distinct  advantage  over  his  larger 
competitor  since  he  is  frequently  in  a  po- 
sition to  render  personal  service  and  does 
not  have  to  depend  to  so  large  a  degree  upon 
training  employees  to  carry  out  his  service 
philosophy.  If  we,  as  businessmen,  see  to 
it    that    we    render    the    best   in   service   to 


our  customers,  take  part  in  our  civic 
projects,  keep  an  eye  on  the  future  through 
market  research  and  study,  the  future  of 
American  business  will  be  assured  and  the 
concrete  will  never  have  a  chance  to  set 
in  our  business  brains. 

♦Case  History:    Value  Added  by  Service 

L.  S.  Barringer,  President 
The  Barringer  Hotels 
Charlotte,  North  Carolina 

The  Barringers  were  first  in  the  hotel 
business  in  Florence,  S.  C.  where  Mr. 
William  R.  Barringer  first  operated  the 
Central  Hotel  and  then  built  the  Hotel 
Florence  in  1909.  Since  that  time  they  have 
operated  hotels  in  Virginia,  both  Carolinas, 
Georgia  and  Florida. 

The  Barringer  chain  is  now  operated  by 
L.  S.  Barringer  as  president  and  Miss  Flora 
Barringer  his  sister,  as  vice-president. 
At  the  present  time  they  have  a  hotel  in 
three  of  the  South's  most  progressive  cities: 
the  Hotel  Richmond  in  Augusta,  Georgia  with 
300  rooms,  the  Hotel  Columbia,  South 
Carolina  with  300  rooms  and  the  Hotel 
William  R.  Barringer  in  Charlotte,  North 
Carolina  with  300  rooms. 

The  Barringers  know  that  a  hotel  manu- 
factures nothing  and  has  virtually  nothing 
to  sell  but  service,  clean  space  and  good 
food.  When  a  guest  does  not  receive  these 
he  is  not  getting  his  money's  worth  and 
will  not  return.  With  this  thought  in  mind 
and,  through  foresight,  the  Barringer  hotels 
have  adequate  parking  space  for  the  guests' 
car  and  banquet  facilities  to  accommodate 
group  meetings.  High  standards  were  es- 
tablished years  ago  in  the  purchasing  of 
meats  and  provisions,  and  preparation  is 
carefully  supervised.  No  excuses  for 
mediocre  meals  are  tolerated.  All  the  hotels 
have  their  own  butchers  to  insure  the 
proper  cutting  of  meats.  Artificial  flavor 
bases  and  colors  are  discouraged. 

Cleanliness  is  equally  important.  The 
hotel's  management  will  inspect  a  room  the 
way  a  guest  may  see  it.  Occasionally  he 
will  sit  in  the  bath  tub  or  lie  on  the  bed  to 
see  if  he  can  see  dirt  that  a  guest  might 
see. 

Preventive  maintenance  is  stressed.  Mat- 
tresses are  renovated  regularly,  rooms  are 
painted  constantly,  new  carpet  is  put  down 
when  needed  and  the  furniture  is  refinished 
or  recovered  at  the  first  sign  of  wear.  Even 
with  this  stress  on  maintenance  and  the 
expense     involved,    all    three    of   the    hotels 
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have  been  completely  remodeled  and  air 
conditioned  -within  the  last  eight  years;  the 
Richmond  Hotel  in  1949,  and  the  Bar  ringer 
Hotel  in  1951,  even  though  they  were  only 
eleven  years  old  at  that  time.  One  hundred 
fifty  new  rooms  were  added  in  conjunction 
with  this  remodeling  program.  The  Hotel 
Columbia  has  just  completed  its  remodeling 
program  with  an  addition  of  75  rooms. 

Residence  type  decorators  rather  than 
professional  hotel  decorators  are  engaged 
to  decorate  the  public  spaces  and  the  bed- 
rooms to  give  a  personal  touch  to  the 
appearance  of  the  rooms.  None  of  the 
Barringer  lobbies  are  commercial  in  ap- 
pearance. The  sleeping  rooms  actually  give 
the  guest  the  feeling  of  being  in  a  private 
home. 

The  Barringer s  realize  that  good  em- 
ployees are  essential.  An  employee  with 
a  long  service  record  is  most  valuable 
for  they  have  learned  to  know  many  of  the 
guests  and  their  habits  personally.  Some 
guests  ask  for  a  certain  room  because  of 
the  maid  on  that  floor,  while  some  go  to 
another  Barringer  hotel  because  the  door- 
man has  been  calling  them  by  name  for 
fifteen  years.  The  Barringer  system  has 
a  remarkably  large  list  of  long-term  em- 
ployees. Several  have  been  with  them  nearly 
40  years  and  others  have  been  with  a 
particular  Barringer  hotel  since  its  opening 
day. 

A  good  community  relationship  is  still 
considered  an  important  factor.  The  Bar- 
ringers  stress  this  point  and  encourage 
their  personnel  to  be  a  part  of  the  com- 
munity and  keep  abreast  with  local  develop- 
ments. 

*Case  History:    Value  Added  By  Service 

Samuel  J.  Reeve 
Reeves  Standard  Service 
Birmingham,  Michigan 

Some  say  I  am  a  successful  operator  of 
a  service  station.  If  I  am  it  is  due  to  one 
thing  only- -the  service  I  give  to  my  cus- 
tomers. 

When  I  opened  my  service  station  in  1945, 
Standard  Oil  advanced  me  the  entire  initial 
$5,000  I  needed  to  get  started.  I  pumped  an 
average  of  6,000  gallons  per  month. 


Last  year  (1956)  my  gross  sales  were 
$455,000.  I  employed  36  men.  I  pumped  over 
a  million  gallons  of  gasoline  or  an  average 
of  90,000  gallons  per  month. 

There  is  no  master  plan  behind  our  serv- 
ice. It  takes  only  a  willingness  to  do  some- 
thing extra  and  the  motorists  come  back. 

Here  are  some  of  the  services  we  render: 

1.  Customers  get  a  royal  welcome.  All 
windows  are  cleaned  before  an  order  is 
taken.  We  get  under  the  hood  too; 

2.  A  follow-up  post  card  system  reminds 
customers  when  they  need  our  service. 
Free  pick-up  and  delivery  is  offered; 

3.  Vending  machines  offer  candy,  pop, 
ice  cream,  coffee,  hot  soup,  cigarettes  and 
ice; 

4.  We  sell  crab  grass  sprays,  insect 
bombs,  waxes  and  other  items  purchased 
particularly  by  ladies  who  make  up  more 
than  60%  of  our  customers; 

5.  A  courtesy  passenger  car  or  a  pick-up 
truck   is   available   to   all  customers --free; 

6.  During  the  winter  my  three  jeeps  and 
two  tractors  plow  the  driveways  of  my 
regular  customers  at  no  charge  whenever 
we  have  a  snowfall; 

7.  Vacation- bound  customers  leave  their 
house   keys    with  us    for  frequent  check-up; 

8.  Many  of  the  miscellaneous  services 
we  give,  in  addition  to  being  good  business, 
often  are  fun.  Delivering  cracked  ice  for  a 
cocktail  party,  and  shopping  for  housewives 
stranded  without  transportation  are  ex- 
amples; 

9.  Our  road  service  men  look  for  stray 
dogs  and  return  them  to  their  owners 
although  the  dogs  are  not  always  lost; 

10.  We   help   in  all  kinds    of  emergencies 
in  our  community; 

11.  We   have    air-conditioned  rest  rooms. 
It   costs   me    $6.26  a  year  to  get  and  hold 

a  customer  when  I  offer  these  rather  ex- 
tensive services.  However,  1  believe  it  is 
well  worth  it. 

One  innovation  which  should  help  me  and 
all  dealers  is  my  supplier's  Dealer  Ad- 
visory Council.  This  group  of  dealers,  one 
from  each  salesman's  territory,  meets  once 
every  three  months  with  the  company  repre- 
sentatives to  discuss  our  mutual  problems. 
Many  new  marketing  ideas  re  suit  and  better 
understanding  is  created. 
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THE  ASSISTANCE  NATIONAL  AND  REGIONAL  TRADE  AND  PROFESSIONAL 

ASSOCIATIONS  PROVIDE  TO  SMALL  BUSINESS 

Frederick  M.  Sutter,  President 

National  Automobile  Dealers  Association 

Washington,  D.  C. 


Trade  associations  can  help  eliminate 
problems  of  an  industry.  They  may  help 
the  industry  as  a  whole.  Thus,  they  benefit 
all  within  the  industry. 

They  may  help  individuals  and  certain 
businesses  within  the  industry;  again  the 
whole  industry  benefits. 

However,  the  will  of  the  public,  for  right 
or  wrong,  is  stronger  than  an  association 
and  thus  no  association  can  expect  to  change 
completely  the  course  of  history. 

Associations  mean  different  things  to 
different  people.  I  am  sure  that  the  National 
Automobile  Dealers  Association  means  one 
thing  to  the  public;  another  to  the  automobile 
manufacturers;  still  another  to  franchised 
dealers  who  make  up  NADA;  and  still 
another  to  dealership  employees  who  are 
influenced,  over  and  over  again,  by  the 
activities  and  programs  of  the  national 
association. 

I  am  sure,  too,  that  NADA  means  some- 
thing to  me  as  a  Dodge -Plymouth  dealer 
that  is  entirely  different  from  what  member- 
ship in  NADA  means  to  a  Chevrolet  or 
Lincoln-Mercury  dealer. 

And  that  is  the  way  it  should  be. 

As  you  and  I  talk  together  in  this  Con- 
ference on  marketing,  merchandising,  and 
research  problems  affecting  the  small  busi- 
ness man,  I  think  it  is  important  for  us  to 
remember  throughout  the  Conference  that 
all  business  is  local. 

As  a  small  business  man  in  Columbus, 
Indiana,  I  face  practical,  real  problems. 
The  ring  of  my  cash  register  can  be  a  song 
of  success  or  a  peal  of  dismal  failure. 

As  a  citizen  of  the  United  States  I  am 
deeply  interested  in  the  over -all  economy 
of  the  country.  I  know  that  my  business  is 
a  part  of  our  great  national  economy.  I 
am  willing  to  make  sacrifices  at  the  local 
level  because  of  this. 

If  I  am  typical --and  I  think  I  am- -I  am 
interested  in  theories  and  statistics  at  the 
national,  state  or  local  level  only  if  they 
have  a  practical  application  to  my  business 
and  to  the  ring  of  my  cashregister. 


From  time  to  time,  as  President  of  the 
NADA,  it  has  been  difficult  for  me  to  think 
in  terms  of  a  local  merchant  rather  than 
in  terms  of  the  national  or  state  economy. 
It  is  natural  to  be  fascinated  with  national 
statistics,  trends  and  other  data  which  are 
being  compiled  every  day  by  the  12,000 
associations  of  this  country.  I  find  this 
particularly  true  when  I  am  in  Washington, 
Detroit  or  New  York.  I  am  sure  that  you 
people  here  who  are  constantly  working  at 
the  national  level  have  faced  similar  situa- 
tions. 

But  unless  this  fascination  is  bridled  and 
reduced  to  practicality  at  the  local  level  it 
will  run  away  with  us.  When  it  does,  not  only 
is  the  association  as  a  whole  adversely 
affected  but  the  individual  members  of  the 
association  are  likewise  affected. 

May  I  point  out  one  additional  fact  about 
trade  associations  in  the  field  of  market 
research,  marketing  and  merchandising 
which  should  be  paramount  in  our  thinking 
in  this  Conference  ?  A  great  many  national 
associations  have  their  headquarters  offices 
in  Washington,  while  most  state  associations 
are  headquartered  in  state  capitals. 

Because  of  this,  some  have  a  tendency  to 
over -emphasize  the  legislative,  legal  and 
governmental  relations  functions  of  these 
associations.  Of  course,  those  are  important 
functions  of  an  association  and  I  am  told 
that  there  are  many  associations  which  do 
not  do  enough  in  these  fields. 

However,  I  am  glad  to  see  that  in  this 
Conference  your  emphasis  is  being  placed  on 
an  entirely  different  function  of  the  trade 
association- -on  marketing,  merchandising, 
advertising,  research  and  kindred  subjects. 

What  are  some  of  the  topics  of  vital 
interest  to  the  small  business  man  covered 
by  this  broad,  general  area? 

Sales  potential  is  one.  It  is  comparatively 
easy  in  the  automotive  industry  for  us  to 
know  who  is  driving  the  make  of  the  car 
we  sell.  Not  every  industry  is  as  fortunate 
in  this  respect.  Motor  vehicle  registration 
laws  are  a  great  help  tous.  Our  percentages 
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are  available  on  a  state,  county  or  city 
basis.  In  fact,  we  can,  if  necessary,  learn 
the  percentages  for  any  given  number  of 
blocks  in  a  city.  We  know  the  relationship 
of  one  make  to  another;  we  also  know  the 
relationship  of  one  style  to  another. 

Our  manufacturers  use  this  information 
to  good  advantage  in  planning  production 
totals.  We  automobile  dealers  are  some- 
times concerned  that  the  percentages  com- 
puted for  future  production  are  over-esti- 
mated. However,  when  you  consider  the  fact 
that  our  production  maximums  are  well  over 
35,000  cars  a  day,  based  on  a  five-day 
work  week,  or  when  you  consider  the  fact 
that  we  are  selling  nearly  20,000  cars  a 
day,  based  on  a  six-day  work  week,  we 
can  expect  soine  mistakes  in  production. 

One  of  the  most  interesting  examples  of 
the  value  of  sales  potential  studies  I  know  of 
is  an  annual  survey  of  the  National  Shoe 
Manufacturers  Association.  This  group  can 
tell  its  members  how  many  shoes  will  be 
needed  by  the  American  people  in  the  next 
twelve  months  -  -perhaps  for  a  longer  period. 
Its  figures  are  broken  down  to  regions, 
states  and  standard  metropolitan  county 
areas.  Considerable  data  has  been  com- 
piled on  shoe  styles  which  is  oftremendous 
value  to  people  in  the  footwear  industry. 

Another  example  of  sales  potential 
research  which  would  mean  thousands  of 
dollars  to  the  people  for  whom  the  research 
was  conducted  is  a  study  by  the  Porcelain 
Enamel  Institute.  The  Institute  has  informed 
its  members  that  80  million  square  feet  of 
chalkboard  will  be  required  by  the  nation's 
schools  over  the  next  ten  years.  Such  infor- 
mation is  invaluable  not  only  to  the  manu- 
facturers of  chalkboard  but  to  the  retailers 
as  well. 

However,  let  me  warn  you  that  national 
statistics  on  sales  potential  can  be 
dangerous  unless  they  are  properly  analyzed 
and  disseminated  by  individuals  or  organi- 
zations expert  in  this  field. 

Suppose  registration  figures  and  a  survey 
of  consumers  reveal  that  one  out  of  every 
fourteen  cars  is  a  convertible  or  should  be 
one.  In  itself,  the  figure  might  be  interest- 
ing, but  I  can  assure  you  that  it  is  much  more 
difficult  to  sell  a  convertible  in  Minnesota, 
Montana  or  Alaska  than  it  is  in  Florida  or 
California. 

We  return  again  to  the  fact  that  all 
business  is  local  and  that,  to  the  retailer, 
all  market  research  and  aids  in  merchan- 
dising and  advertising  must  be  practical. 

Motivational  studies  are  a  second  phase 
of  research  provided  by  associations.  Where 


sales  potentials  have  a  peculiar  interest  for 
the  manufacturer  and  a  cursory  interest 
for  the  retailer,  motivational  studies  have 
universal  appeal.  They  are  important  to 
everybody's  cash  register. 

Aren't  we  all  interested  in  these  ques- 
tions ? 

(a)  What  will  the  public  buy?  What  price 
will  it  pay? 

(b)  What  will  make  the  public  buy?  Why 
does  it  buy  ? 

(c)  How  will  the  public  buy?  What  terms 
are  needed? 

(d)  When  will  the  public  buy?  What  seg- 
ments of  the  public  will  be  the  purchasers 
for  our  products  and  services? 

(e)  Where  will  the  public  buy?  Why  do 
purchasers  choose  one  retailer  rather  than 
another  ? 

The  answers  to  these  questions  largely 
determine  how  both  manufacturer  and  re- 
tailer will  advertise  and  merchandise.  From 
these  answers  both  will  know  what  changes 
have  to  be  made  in  policies  governing 
salesmen,  prices,  products,  services  and 
the  other  factors  involved  in  running  a 
small  or  a  large  business. 

In  the  automotive  industry  a  number  of 
different  groups  conduct  annual  surveys  of 
the  consumer  market.  Notable  among  these 
are  the  individual  surveys  of  the  manu- 
facturers, a  University  of  Michigan  study 
conducted  annually  for  the  Federal  Reserve 
Bank,  the  Crowell-Collier  survey,  and 
others. 

We,  in  NADA,  are  most  in  finding  answers 
to  a  number  of  questions  and  plan  to  increase 
our  activities  considerably  in  the  field  of 
consumer  research.  It  is  the  primary  ob- 
jective of  NADA  to  become  the  fountainhead 
of  information  in  the  retail  auto  industry. 

There  are  some  fields  of  research  which 
can  only  be  done  by  an  association.  This 
is  especially  true  in  profit  and  loss  figures, 
operating  procedures  and  the  like. 

There  are  certain  questions  basic  to  the 
entire  future  of  the  automotive  industry.  I 
think  they  are  basic  to  every  industry. 

Of  special  interest  to  us  is  the  question, 
"Why  does  a  buyer  patronize  one  dealer  in 
preference  to  another?"  In  essence,  what  do 
purchasers  want  from  retailers  in  pre- 
delivery service,  price,  product,  trade-in 
allowances,  credit,  and  after-delivery 
service  ? 

Retailers  are  under  great  stress  at 
present  because  these  questions  have  not 
been  answered.  The  public  is  confused  and 
a  minority  of  dealers  and  retailers,  by  their 
merchandising    and'    advertising   practices, 
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are  adding  to  this  confusion  every 
day. 

I  think  these  basic  observations  are  par- 
ticularly true  of  the  automotive,  TV,  and 
electrical  appliance  industries. 

Answers  to  these  questions  might  well 
shape  the  entire  distribution  course  of  the 
future. 

For  associations,  finding  these  answers 
should  be  a  primary  responsibility.  Other 
services  they  perform  will  benefit  their 
members  little  unless  answers  to  these 
questions  are  found. 

Due  to  the  complexity  of  modern  American 
business,  the  small  as  well  as  the  large 
business  man  must  be  in  a  position  to  obtain 
expert  advice  on  tax  laws,  personnel  rela- 
tions, advertising,  customer  relations,  sales 
management,  merchandising;  he  must  be  an 
engineer,  a  pricing  expert;  sometimes  it  is 
helpful   if  he    is   a    good  crystal -ball  gazer. 

He  is  confronted  with  paper  work  on  social 
security,  taxation,  corporate  versus  indi- 
vidual taxes;  he  needs  a  retirement  plan 
for  his  employees  and  must  provide  group 
insurance.  The  use  of  equipment  and  space 
can  mean  a  profit  or  loss  to  him  and  thus 
he  must  know  where  to  place  equipment  and 
how  to  use  his  facilities  to  the  best  ad- 
vantage. He  must  be  able  to  inspire  sales- 
men and  hold  a  price  line.  He  must  be  able 
to  create  traffic  in  his  place  of  business 
and  make  customers  out  of  prospects. 

All  his  forefathers  needed  could  be  re- 
duced to  the  term,  ''common-sense."  Well, 
his  need  for  this  today  is  just  as  great. 
However,  I  cite  the  complexity  of  today's 
business  as  one  of  the  main  reasons  why  a 
small  business  man  needs  his  associations 
--at  the  national,  state  and  local  levels. 

Of  course,  he  could  employ  a  labor  re- 
lations expert  to  help  solve  his  problems 
in  the  management  of  people. 

He  could  employ  an  advertising  agency 
to  handle  his  sales  messages  in  mass 
media. 

He  could  hire  consultants  to  help  establish 
good  management  procedures  and  to  find  the 
best  layout  for  his  facilities  and  equipment. 

But  most  small  business  men  cannot  af- 
ford to  do  this.  We  have  found,  from  valuable 
experience,  that  our  associations  can 
provide  these  types  of  service  for  us  at  far 
more  economical  rates  than  we  can  provide 
them  for  ourselves. 

The  small  business  man  who  is  worth 
his  salt  does  not  want  somebody  else  to 
run  his  business  for  him.  He  merely  wants 
to  help  in  the  form  of  training,  information, 
yardsticks,     comparisons,     ideas.     In    pro- 


viding basic  "management  know-how"  as- 
sociations offer  their  greatest  help  to  the 
small  business  man. 

I  would  remind  you  that  the  how  of  pro- 
viding this  help  is  as  important  as  the  what. 

The  association  that  preaches  and  dictates 
will  find  many  deaf  ears  among  its  members. 
The  techniques  of  leadership  are  of  vital 
importance  if  an  association  is  to  succeed 
in  providing  management  aids  for  its  mem- 
bers. 

Basically,  I  think  an  association  accom- 
plishes much  in  this  field  if  it  serves  as 
a  medium  for  the  exchange  of  ideas,  tech- 
niques, experiences  !  Ibelieve  the  successful 
association  is  one  that  reports  on  trends, 
computation  of  statistics,  legal  matters, 
and  other  fundamentals  in  the  industry.  Each 
association  member  then  has  freedom  of 
action. 

All  of  us  like  and  need  yardsticks  by 
which  we  can  measure  our  own  accomplish- 
ment or  lack  of  it.  In  NADA  we  publish, 
each  quarter,  an  "Operating  and  Expense 
Bulletin."  Business  management  figures 
are  given  for  various  sizes  of  dealerships 
and  for  lines  of  cars  and  trucks  handled. 
Space  is  provided  on  the  quarterly  reports 
for  the  dealers  to  insert  their  own  operat- 
ing figures  for  purposes  of  comparison 
with  national  averages  for  the  industry  and 
their  own  make  of  car. 

In  using  this  service,  a  member  of  NADA 
is  able  to  find  those  areas  of  expenditures, 
profits,  losses,  sales  figures,  and  so  forth, 
and  make  a  comparison  as  to  whether  he  is 
above,  below  or  on  average.  This  associa- 
tion service  tells  the  dealer  where  he  is 
good,  bad  or  just  average. 

This,  too,  serves  as  the  starting  point 
for  our  program  to  help  dealers  become 
better  managers.  It  is,  in  effect,  a  score 
card. 

Thousands  of  dealers  furnish  NADA  with 
the  quarterly  operating  figures.  These  fig- 
ures are  compiled  to  get  averages  which 
are  published. 

I  am  sure  that  many  other  associations 
provide  similar  and  equally  important  serv- 
ices for  their  members. 

There  are  other  areas  where  yardsticks 
are  important.  I  am  thinking  particularly 
of  the  use  of  space  and  equipment.  Space 
is  as  important  to  a  business  man  as 
e  mp  loy  e  e  s--both  represent  invest- 
ments. 

What  space  should  be  allocated  to  specific 
functions  and  what  equipment  is  best  to  use 
are  questions  that  every  man  in  business 
needs     to    ask    over    and    over    again.     As- 
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sociations  can  provide  the  answers  quickly 
and  efficiently. 

Personnel  relations  is  another  field  in 
which  an  association  has  a  tremendous 
responsibility.  Employees  today  cannot  be 
handled  by  intuition.  Management  "know- 
how"  based  on  scientific  research  in  the 
field  of  labor  relations  is  becoming  more 
and  more  a  science.  There  is  much  more  to 
employer -employee  relations  than  fringe 
benefits,  social  security,  retirement  funds, 
group  insurance  and  hospitalization.  These 
benefits  are  here  to  stay.  As  a  matter  of 
fact,  they  will  probably  increase.  In  fact, 
these  employee  benefits  frequently  create 
problems  for  the  employer  because  each  of 
them  has  a  tendency  to  reduce  "take-home" 
pay.  The  small  business  man  faces  a  real 
problem  in  communications  with  his  em- 
ployees in  respect  to  fringe  benefits.  He 
welcomes  help  from  his  association.  His 
association  must  conduct  extensive  re- 
search to  get  the  right  information  to  help 
him. 

Though  I  do  not  want  my  national  or  state 
association  to  tell  me  how  to  run  my 
business,  I  am  extremely  interested  in 
having  national  statistics,  data  and  case 
histories  on  all  phases  of  personnel  rela- 
tions at  my  command.  I  am  interested  in 
reports  of  how  other  businessmen  have  met 
problems  similar  to  those  I  face.  I  want  to 
know  what  I  should  or  should  not  do  in 
labor -management  relations.  I  am  glad  that 
associations  are  constantly  reminding 
American  business  men  of  what  successful 
employers  do  to  hold  the  loyalty  of  their 
employees  and  to  increase  the  productivity 
of  each  man. 

According  to  the  Magazine  Advertising 
Bureau,  trade  associations  spent  nearly 
$38  million  dollars  in  paid  advertising 
to  benefit  their  members.  Last  April,  the 
American  Trucking  Associations  bought  a 
seven-page  spread  in  Life  Magazine  to  focus 
public  attention  on  the  essential  role  of 
trucks  in  today's  economy.  A  total  of  136 
manufacturers  underwrote  the  costs.  The 
value  will  be  long -lasting. 

The  American  Meat  Institute,  at  com- 
paratively low  cost,  thoroughly  publicized  a 
nationwide  pork  campaign  in  1955.  The 
Institute  launched  an  all-out  effort  to  help 
move  record  pork  production  of  that  year 
into  consumption.  By  publicizing  the  nu- 
tritional merits  of  pork,  A.  M.  I.  boosted 
sales  sufficiently  to  remove  the  potential 
surplus  and  keep  the  market  profitable  for 
farmers.  The  Institute  not  only  used  every 
publicity   medium   but  also  gained  coopera- 


tion from  state  departments  of  agriculture, 
farm  groups  and  such  consumers  as  rail- 
roads and  hotels.  Meat  merchants  through- 
out the  nation  benefitted. 

In  the  past  two  years  NADA  has  started 
a  new  service  which  is  designed  to  stimulate 
dealers  to  think  and  act  for  themselves. 
Periodically  we  stage  Management  Con- 
ferences and  Seminars  on  specific  subjects. 
These  conferences  and  seminars  are  held 
in  different  parts  of  the  country  and,  since 
this  service  is  used  by  only  a  portion  of 
the  membership,  those  who  benefit  from  it 
are  expected  to  pay  their  own  way  through 
a  registration  fee  for  each  session. 

Successful  dealers  and  outstanding  au- 
thorities discuss  new  ideas,  techniques, 
trends  and  methods  which  those  attending 
may   use,   adapt   or    ignore   as   they   see  fit. 

Many  associations  are  using  motion  pic- 
tures, regional  meetings,  periodic  publica- 
tions, booklets,  pamphlets --many  forms  of 
mass  communications  media --to  get 
"management  know-how"  information  to 
their  members.  The  field  is  highly  technical 
and  complicated  to  the  uninitiated  and 
"duck  soup"  to  those  who  are  professionals. 
But  somehow,  some  of  it  reaches  an  eager 
eye  and  an  attentive  ear.  When  it  comes 
from  my  trade  associations  I  know  that  it 
is  practical  and  that  it  will  help  me  in  my 
business. 

Perhaps  the  most  important  objective  an 
association  can  have  is  to  raise  the  stand- 
ards under  which  a  business  is  conducted. 
Profits  and  security  come  to  those 
businesses  which  adhere  voluntarily  to  high 
ethical  standards  in  the  conduct  of  all 
phases  of  their  operations.  Setting  these 
standards  and  revising  them  to  meet  chang- 
ing circumstances  can  be  accomplished  only 
when  there  has  been  sufficient  research.  In 
setting  standards  and  codes,  associations 
cannot  afford  to  make  mistakes. 


Manufacturer 
Case  History: 


Sterling  B.  Doughty, 

President 
Sacramento  Freezers, 

Inc. 
Sacramento,  California 


Unless  a  company  is  an  industrial  giant, 
undertaking  a  market  research  program  on 
anything  but  the  most  modest  basis  is  out 
of  the  question.  Yet  the  information  gained 
from  such  a  program  is  no  less  important 
to  a  small  company  than  to  a  large  one. 

This  is  particularly  true  in  the  food  in- 
dustry.   There    are    a    number    of  reasons 
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for  this.  Competition  is  especially  strong. 
Profit  margins  are  small.  The  public's 
appetite  is  continually  changing  and  market- 
ing plans  are  subject  to  the  whims  of  nature. 

The  frozen  foods  industry,  a  relative  baby 
from  the  standpoint  of  age,  has  grown  fast. 
It  is  old  enough  to  remember  a  time  when 
the  lack  of  reliable  market  research- -or 
inattention  to  its  conclusions --contributed 
to  a  period  of  recession.  This  occurred  about 
twelve  years  ago  when  the  glittering  potential 
of  this  new  industry  attracted  a  swarm  of 
opportunists.  In  the  rush  to  reach  the  market 
"fustest  with  the  mostest",  newcomers  and 
established  packers  suffered.  Many  closed 
their  doors. 

Recovery  was  inevitable,  but  it  was  slow 
and  costly.  I  cite  this  dark  period  as  a 
prime  example  of  the  importance  of  good 
market  research  to  any  company. 

My  company  by  itself  is  in  no  position 
to  retain  capable  specialists  in  this  field. 
Like  many  others,  we  must  rely  on  the 
program  of  the  National  Association  of 
Frozen  Food  Packers  for  the  information 
we  need. 

Sacramento  Freezers  is  a  relatively 
small  firm  in  the  frozen  food  field,  yet  our 
products --fruits  and  vegetables --go  into 
national  distribution  channels.  Therefore, 
our  interest  extends  to  the  national  picture. 

Given  proper  storage,  our  products  will 
remain  in  a  fresh  condition  for  a  longtime. 
But  refrigerated  storage  of  frozen  foods -- 
at  no  higher  than  zero  degrees  at  all  times -- 
is  not  cheap.  For  this  reason  it  is  especially 
important  to  the  frozen  food  packer  that 
holdings  be  kept  to  the  minimum.  Likewise, 
our  production  in  the  field  cannot  be  turned 
on  and  off  like  a  factory  machine,  nor  can 
it  be  retooled  for  another  product  in  a 
matter  of  days  or  weeks.  Our  planning  must 
be  extremely  long-range  and  based  on 
accurate  information.  Otherwise,  it  can  cost 
us  important  money. 

We  need  to  know  (1)  what  the  acreage  plans 
are  of  the  entire  industry  for  the  major 
products  we  pack;  (2)  the  total  pack, 
nationally  and  regionally,  the  previous  year; 
(3)  how  much  carryover  there  is  in  storage 
of  the  products;  and  (4)  the  consumption 
trends  of  various  products. 

When  the  packs  of  major  products  are 
completed,  the  emphasis  shifts  to  marketing 
plans.  We  must  know  how  much  of  the  product 
was  actually  harvested  and  packed  national- 
ly. Assuming  the  intended  acreage  plans  at 
the  beginning  of  the  season  were  accurate, 
we  still  cannot  be  certain  of  the  total, 
since    the    vagaries    of  the  weather  must  be 


considered.  Timeliness  is  important.  We 
need  this  production  figure  almost  as  soon 
as  the  pack  is  completed. 

Because  of  its  confidential  nature,  the 
program  of  the  National  Association  of 
Frozen  Food  Packers  is  accepted  by  vir- 
tually every  packer.  They  know  that  the 
statistics  are  handled  so  as  not  to  reveal 
the  extent  of  their  operations. 

Our  Association's  program  consists 
basically  of  the  intended  acreage  reports 
on  selected  major  products,  compiled  and 
issued  before  planting  begins.  From  this 
we  estimate  the  range  of  the  pack,  based 
on  yield  per  acre  in  previous  years.  This, 
coupled  with  the  Department  of  Agricul- 
ture's monthly  report  on  holdings  in  public 
refrigerated  warehouses,  permits  us  to 
make  last-minute  adjustments  in  our  plans 
before  the  crops  are  planted. 

When  the  pack  is  completed,  reports 
from  producers  all  over  the  country  are 
rushed  to  Association  headquarters  where 
they  are  compiled  into  a  preliminary  report 
and  sent  to  the  packers.  Comparisons  are 
made,  and  trends  noted.  From  this  we  make 
our  final  marketing  plans. 

The  big  report  of  the  year  is  received 
early  in  the  calendar  year.  It  contains  a 
complete  report  for  every  product  we 
pack- -total  production  compared  with  packs 
of  recent  years,  a  regional  breakdown  or 
production,  and  a  breakdown  by  container 
size,  retail,  institutional,  or  bulk. 

From  this  report  we  know  what  has 
entered  marketing  channels.  From  the  Cold 
Storage  Warehouse  Report  issued  by  the 
Department  of  Agriculture  we  know  what 
still  is  in  storage.  This  permits  us  to  de- 
velop a  fairly  accurate  idea  of  the  apparent 
consumption  of  the  various  products,  both 
nationally  and  regionally.  Trends  are  re- 
vealed. Our  plans  for  the  coming  season 
can  unfold. 

To  our  company,  this  service  is  the 
essence  of  association  participation.  It  is 
a  major  factor  in  our  ability  to  progress  in 
an  industry  which  has  more  than  its  share 
of  giants. 

But  there  is  still  more --the  non-recur- 
ring spot  surveys  of  marketing  trends  are 
conducted  by  the  Association  as  the  need 
for  them  is  felt.  A  good  example  is  the 
recent  survey  of  carload  movements  of 
frozen  foods  between  ten  major  shipping 
points  across  the  nation.  From  this  we  can 
determine  the  geographic  pattern  of  distri- 
bution to  a  great  extent. 

All  of  this  is  very  helpful  in  an  industry 
which    is     still    far     from   reaching    its    full 
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stature,  which  still  is  experimenting  with 
production  and  marketing  practices  to  a 
large  degree,  and  which  is  dealing  with  the 
fast-changing  American  food  market. 

To  maintain  this  fast  pace,  small  business 
--as  much  as  big  business- -must  keep 
informed  so  as  to  be  able  to  adjust  its 
thinking  to  match  the  times.  In  this  respect, 
the  market  re  search  program  of  our  national 
association  puts  us  on  a  par  with  the 
giants. 
♦Manufacturer 

Case  History:   Raphael  Blessinger 

Jasper  Desk  Company 
Jasper,  Indiana 

The  other  day  one  of  our  Jasper  Desk 
distributors  asked  me  how  my  company's 
shares  of  market  in  New  England  compared 
with  our  competition.  A  relatively  small 
wood  office  furniture  manufacturer  in  south- 
ern Indiana,  without  a  marketing  staff  could 
hardly  be  expected  to  furnish  such  informa- 
tion. We  are  not  large  enough  to  be  able  to 
afford  the  market  research  necessary  for 
such  an  answer. 

Yet,  I  was  able  to  supply  not  only  the 
answer  to  the  question,  but  in  addition  a 
forecast  of  market  potential  for  the  New 
England  market  based  on  industrial  ex- 
pansion and  employment  studies. 

The  next  day,  we  were  able  to  tell  our 
dealers  in  a  newsletter  that  the  total 
office  employment  would  increase  about 
32%  in  the  next  eight  years,  while  other 
nonagricultural  employment  would  probably 
increase  only  25%. 

The  following  week,  at  a  meeting  of  our 
board  of  directors,  we  were  able  to  report 
our  market  position  in  relation  to  our 
competitors,  based  on  a  seasonally  adjusted 
index.  Our  board  looks  forward  to  these 
monthly  reports  because  they  furnish  us 
with  up-to-date  data  which  serve  as  a 
progressive  record  of  our  accomplish- 
ments. 

How  is  it  possible  for  a  small  company 
to  afford  such  high  priced  information  ? 
The  answer  is,  it  is  the  result  of  co- 
operative effort.  We  belong  to  a  trade 
association  and,  together  with  fifteen  other 
manufacturers,  we  are  able  to  afford 
the  services  of  an  expert  economist, 
Dr.  Robinson  Newcomb,  who  works  with 
the  association  staff  to  supply  us  with 
these    figures    on   which  we  lean  so  heavily. 

By  working  with  the  Industry  Division 
of  the  U.  S.  Bureau  of  Census,  our  asso- 
ciation has  jointly  sponsored  and  financed 
a  study  with  our  counterpart  in  the  metal 
industry,    Office    Equipment    Manufacturing 


Institute.  In  a  few  short  weeks  our  market 
information  will  be  even  more  accurate 
because  the  first  annual  survey  of  the 
office  equipment  industry,  now  being  con- 
ducted, will  be  available.  We  are  delighted 
that  the  industry  will  have  this  information 
but  secretly  are  even  happier  because  our 
own  company  will  benefit.  We  have  developed 
a  hunger  for  this  diet  of  figures.  It  would 
be  worth  the  price  of  membership  to  us-- 
even     if     the      Institute     did     nothing     else. 

The  value  of  this  service  to  our  company 
is  a  barometer  of  the  dependency  we  have 
come    to    have     on    our    trade    association. 

It  all  started  during  World  War  II.  As  a 
small  manufacturer,  we  faced  the  complex 
problems  of  a  war  economy  alone.  A  group 
of  us  got  together  to  discuss  the  problems 
and  decided  to  form  an  organization.  In 
our  history  we  have  found  no  more  com- 
pelling force  for  stimulating  progressive 
thinking  in  our  own  company  than  our  active 
participation  in  the  affairs  and  programs 
of  Wood  Office  Furniture  Institute. 

At  Jasper  Desk  we  had  a  difficult  time 
getting  accustomed  to  opening  our  treasury 
of  trade  secrets  and  revealing  them  to 
competitors.  Frankly,  we  did  it  because  we 
were  curious  to  discover  new  methods  from 
our  competitors.  It  took  us  a  while  to  learn 
that  we  often  received  much  more  than  we 
contributed.  It  is  hard  to  believe  that  not 
so  many  years  ago  we  foolishly  imagined 
that  we  could  outsmart  our  fellow  office 
furniture  manufacturers  in  production  and 
marketing  by  hoarding  our  individual  know- 
how. 

A  design  contest,  sponsored  by  the  In- 
stitute immediately  after  the  war,  made 
us  look  to  our  own  furniture  designs  and 
we  began  what  has  developed  into  a  constant 
evolution  of  new  designs.  Our  competitors 
have  gone  along  with  this  evolution.  Soon 
we  were  asking  our  association  to  investi- 
gate technical  improvements  in  manufac- 
turing techniques. 

It  was  this  program  that  made  us  realize 
that  our  true  competitor  was  not  in  the 
"family  circle"  of  the  wood  office  furniture 
industry  but  other,  larger  manufacturers, 
who  were  making  products  and  designs  of 
materials  foreign  to  us.  This  awareness  of 
the  importance  of  working  together  helped 
us  as  an  individual  manufacturer  and  prob- 
ably helped  stem  a  possible  tide  of  con- 
sumer preference  that  might  have  engulfed 
the  industry  if  we  had  continued  in  our 
old  ways. 

We  had  dealers  spread  across  the  country, 
with  one  area  representative  handling  sales 
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in  territories  that  encompassed  several 
states  per  man.  Again  we  called  on  the 
association.  We  installed  a  trade  relations 
department.  Sales  training  clinics  were 
held  across  the  country  on  office  planning, 
plugging  our  wood  products  and  training 
the  dealer's  salesmen.  We  found  our  own 
dealers  appreciative  and  improving  their 
merchandising  techniques  as  a  bonus  to  us. 

The  dealers  responded  to  this  by  asking 
for  more  help.  We  could  not  give  it  with 
our  limited  staff  and  budget,  but  the  as- 
sociation developed  sales  tools  for  selling 
office  planning  and  color  coordinated  in- 
teriors. 

We  never  dreamed  that  we'd  see  our 
company's  name  in  a  full  color  film  until 
we  saw  it  listed  in  the  Institute's  film 
"The  Magic  Touch."  It's  true  that  our 
family  of  competitors  were  well  repre- 
sented, but  it  helped  our  prestige  with  our 
dealers  to  have  Jasper  Desk  listed  with 
the  others.  Besides,  the  film  helped  our 
sales  with  our  dealers.  It  has  been  shown 
at  over  4,000  public  showings  and  to  over 
6,000,000  people  on  TV--so  we  feel  we 
got  our  money's  worth  out  of  it.  All  of  the 
relatively  small  member  manufacturers 
have  been  proud  of  this  effort- -it  means 
that  our  association  is  speaking  with  a 
voice  of  authority  for  us. 

My  company  is  too  busy  to  conduct  re- 
search, but  we  have  benefited  from  a  num- 
ber of  association  studies  done  over  the 
years.  A  good  example  is  particle  board. 
About  3  years  ago  the  industry  was  awakened 
to  a  new  product.  The  association  set  up 
studies  to  evaluate  the  various  types  coming 
on  the  market.  Today  we  are  using  a 
particle  board  that  is  better  because  the 
association  spent  research  money.  Jasper 
Desk  could  not  have  afforded  these  studies. 

At  present,  the  Wood  Office  Furniture 
Institute  is  studying  the  effects  of  air 
conditioning  on  office  workers  and  furniture. 
We  expect  to  cash  in  on  these  findings  when 
they  are  completed. 

As  an  individual  wood  office  furniture 
manufacturer  we  would  never  be  able  to 
afford  market  analysis,  research,  public 
relations,  national  advertising,  sales  train- 
ing, sales  literature  and  all  the  other 
programs  that  are  ours  today  because 
we  are  the  Wood  Office  Furniture  Institute  ! 
^Manufacturer 

Case  History:   John  M.  Gleeson, 
Secretary 
Picker  X- Ray  Corporation 
White  Plains,  New  York 

I    am    associated   with  a    small    company 


by  general  business  concepts  but  probably 
somewhat  larger  than  small  business  if 
one  accepts  the  popular  definition  of  less 
than  500  employees.  However,  I  believe 
that  the  benefits  which  we  have  derived 
over  many  years  from  trade  association 
services  in  market  research  have  helped 
considerably  in  planning  for  the  growth 
we  have  enjoyed. 

In  the  x-ray  industry,  we  are  concerned 
with  the  design,  manufacture  and  distribu- 
tion of  radiation  equipment,  and  with  the 
merchandising  of  supply  and  accessory 
products.  There  are  enough  other  aggres- 
sive companies  engaged  in  the  same  busi- 
ness to  provide  a  very  keen,  competitive 
situation  at  all  times.  The  other  companies 
include  some,  like  ourselves,  which  pro- 
duce a  broad  complete  line  of  equipment, 
and  some  which  concentrate  their  efforts 
on  supplying  specialized  equipment  or  mod- 
els of  the  simpler  types. 

To  keep  abreast  of  the  times,  to  bolster 
our  weaknesses,  and  to  plan  intelligently  for 
the  future,  we  who  are  concerned  with  mar- 
keting have  felt,  for  many  years,  the  need 
for  dependable  answers  to  such  questions  as: 

1.  What  is  the  actual  volume  of  business 
available  for  the  entire  industry? 

Z.  How  is  our  company  doing  as  to  over- 
all sales  volume  in  relation  to  the  entire 
industry  ? 

3.  In  general,  what  is  the  change  in 
demand    for    various     types    of   equipment? 

4.  How  are  we  doing  in  each  of  the 
various  classes  of  products  which  we  manu- 
facture and  market? 

5.  What  are  the  best  estimates  of  future 
trends  in  our  industry? 

6.  How  do  our  compensation  plans  for 
our  sales  and  service  personnel  stack  up 
against   those    in   our    industry   as  a  whole  ? 

We  have  been  able  to  obtain  reliable 
information  in  answer  to  these  questions 
through  our  membership  in  the  X-Ray 
Section  of  the  National  Electrical  Manu- 
facturers Association.  We  think  that  this 
trade  association,  with  the  guidance  of  a 
Statistical  Committee  made  up  of  repre- 
sentatives of  the  industry,  has  been  able 
to    do    a    good   job   for    us    for   two  reasons: 

1.  Its  Statistical  Department  is  staffed 
by  capable  personnel  and  has  excellent 
facilities; 

Z.  It  conducts  its  activities  on  a  voluntary 
bais  and  in  such  a  way  that  the  confidential 
status  of  data  submitted  by  individual  mem- 
ber     companies     is     scrupulously     guarded. 

More  specifically,  the  market  research 
activities    of  the    Statistical    Department    of 
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NEMA     for     the     X-Ray     Section     are     the 
following: 

1.  A  semi-annual  release  of  the  total 
dollar  volume  of  domestic  business  billed 
by    the    entire    membership   of  the   Section; 

2.  A  semi-annual  computation  of  the 
dollar  value  of  new  orders  received  for 
medical  x-ray  equipment  for  civilian  hos- 
pitals and  doctors'  offices; 

3.  A  semi-annual  report  on  what  compa- 
nies expect  to  realize  in  total  booking  of  new 
business  during  each  of  the  two  six-month 
periods  subsequent  to  the  current  report; 

4.  Four  times  a  year  information  is 
gathered  from  all  member  companies  re- 
garding the  number  of  orders  booked  during 
the  preceding  three  months  for  some  31 
different  types  of  x-ray  equipment.  This 
report  provides  a  measure  of  the  changes 
in  demand   for   various  types  of  equipment; 

5.  Reports  are  issued  four  times  a  year 
covering  various  categories  of  medical, 
industrial  and  diffraction  x-ray  tubes  and 
valve  tubes; 

6.  An  annual  report  concerning  com- 
pensation of  sales  and  service  personnel. 
It  covers  three  job  classifications—junior 
salesmen,  senior  salesmen  and  service- 
men. For  each  class,  it  tabulates  the 
percentage  of  men  whose  annual  rate  of 
compensation  fell  within  each  of  the  $1,000 
steps     covering    the     entire    range    of    pay. 

In  addition  to  the  activities  carried  on 
regularly,  the  Statistical  Department  of 
NEMA  has,  from  time  to  time,  undertaken 
special  statistical  activities  for  the  x-ray 
manufacturers. 

It  seems  to  me  that  information  of  the 
type  discussed  is  indispensable  to  intelli- 
gent sales  management.  How  a  company 
working  alone  could  gather  such  data,  I 
don't  know.  Cooperative  action  through 
the  medium  of  our  trade  association  is 
doing  the  job  for  us. 

♦Manufacturer 

Case  History:    Walter  E.  Hlig, 
Executive  Vice 
President 
Banner  Iron  Works 
St.   Louis,   Missouri 

As  most  people  who  have  been  in  the 
foundry  industry  for  years  know,  gray 
iron  castings  originally  were  seldom 
sold  and  then  to  the  consumer  who  called 
the  foundry  once  a  year  and  made  an 
annual  deal. 

We  know  this  was  more  or  less  ac- 
cepted practice  up  to  1928.  In  that  year 
we     started    to    produce     Meehanite     metal, 


which  is  a  high-physical  property  cast 
iron.  But  producing  it  wasn't  enough- - 
to  merchandise  any  premium  price  prod- 
uct    requires      concentrated     sales     effort. 

When  our  national  trade  association, 
the  Gray  Iron  Founders'  Society,  embarked 
on  a  marketing  activity  last  year,  we 
naturally  followed  its  developments  with 
interest.  The  new  marketing  director,  Dick 
Meloy,  who  came  to  the  Society  from  one 
of  the  largest  corporations,  immediately 
set  out  to  get  helpful  facts.  This  was  done 
principally  by  mail  surveys  among  pur- 
chasing agents  and  design  engineers  in 
customer  industries. 

Results  of  these  surveys,  presented  at 
our  annual  convention  last  November, 
proved  to  be  a  real  eye-opener.  For  ex- 
ample, we  were  fully  aware  of  the  fact 
that  casting  designers  had  very  little  or 
no  useful  information  published  to  assist 
them  in  the  design  of  castings,  and  for  a 
number  of  years  our  direct-mail  adver- 
tising was  channeled  in  this  direction. 
However,  when  we  studied  the  results  of 
the  survey,  we  were  amazed  to  find  that 
our  customers  were  much  more  anxious 
to  obtain  basic  design  information  than 
we  had  realized. 

The  survey  was  very  specific  on  this 
point.  Of  1500  design  engineers  who  re- 
turned the  questionnaire,  74%  admitted 
that  they  did  not  have  sufficient  informa- 
tion, readily  available,  on  gray  iron  cast- 
ings to  meet  their  needs.  Asked  what 
information  was  most  needed,  they  told  us, 
"Design  of  Castings,"  number  one,  and 
"Mechanical  and  Physical  Properties," 
number  two.  Finally,  as  a  double  check  on 
how  serious  they  were,  the  question  was 
asked,  "Would  you  be  interested  in  attend- 
ing a  one-day  'school'  covering  these  sub- 
jects?" Sixty-two  percent  either  definitely 
or  probably  will  attend. 

We  decided  that  if  we  could  gather  a 
group  of  people  whose  business  it  was  to 
design  and  make  drawings  for  castings  and 
give  them  basic  design  information,  both 
technical  and  practical,  that  we  would  be 
serving  these  people  where  they  needed 
help  the  most.  Therefore,  shortly  after 
the  convention,  we  arranged  an  all-day 
program  based  entirely  on  foundry  prac- 
tice and  good  design,  featuring  discussions 
of  the  more  modern  methods  of  producing 
castings.  We  did  not  know,  of  course,  how 
many  people  we  could  gather  together,  but 
we  sent  out  invitations  to  about  100  individ- 
uals and  urged  them  to  bring  along  a  part 
of    their     staffs.    We    were   agreeably    sur- 
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prised  when  we  received  acceptances  from 
87  design  engineers. 

We  were  quite  gratified  with  the  results 
of  this  initial  attempt  of  trying  to  help  the 
design  engineer.  It  is,  of  course,  difficult 
to  pin  down  any  particular  sales  value 
resulting  directly  from  such  a  session. 
However,  we  do  know  that  our  design  forum 
has  conveyed  to  the  people  who  attended 
that  we  know  our  business,  and  that  we 
can  be  helpful  if  they  will  give  us  an  op- 
portunity. 

The  design  forum  is  only  one  example 
of  the  benefits  received  from  our  asso- 
ciation's market  analysis.  In  our  opinion 
this  forum  was  a  complete  success.  If  we 
can  be  as  successful  in  following  up  the 
additional  facts  brought  out  by  the  market 
analysis,  it  will  be  conclusive  proof  that 
such  an  analysis  is  a  worthwhile  venture 
for  our  trade. 

♦Wholesaler 

Case  History:    Ned  Fleming,  Chairman 
of  the  Board  National- 
American  Wholesale 
Grocers'  Association, 
Inc. 
New  York,  N.  Y. 

This  case  history  was  prepared  with  the 
thought  in  mind  that  when  an  industry  or  a 
company  solves  its  problems,  growth  op- 
portunities are  thereby  developed. 

Let's  check  the  wholesale  grocer's  prob- 
lems back  in  the  1920's  and  see  what  solu- 
tions, if  any,  were  developed  for  those 
problems     and     what     results     took    place. 

Back  in  the  20's  food  chains  were  first 
recognized  as  having  attained  an  impor- 
tant place  in  food  distribution.  To  be  sure, 
there  were  still  some  areas  that  were  not 
particularly  affected  by  this  new  competition 
at    that    time,    but    the    trend  was   evident. 

As  a  matter  of  fact,  the  trend  was  so 
unmistakable  that  in  the  1920's  there  were 
many  who  said  that  independent  retailers 
and    independent  wholesalers  were  doomed. 

Fortunately,  these  dire  predictions  were 
proven  inaccurate.  The  independent  food 
distribution  industry  developed  solutions 
to  its  problems  thereby  creating  growth 
opportunities. 

Of  course,  the  threat  of  new  competition 
is  always  with  us.  Such  a  threat  is  mini- 
mized to  a  safe  degree  only  in  those  areas 
where  distributors  are  conscious  of  the 
problems  and  are  working  for  the  answers. 

In  addition  to  this  threat  from  new  com- 
petition, let's  take  a  quick  look  at  the  prob- 


lems confronting  a  wholesale  grocer  back 
in  the   1920's: 

CREDIT.  He  was  forced  to  give  30,  60 
and  90  days,  sometimes  from  crop  to  crop 
or  from  season  to  season.  As  a  rule ,  he  had 
limited  financial  information  regarding  his 
retail  customers.  The  wholesaler  had  heavy- 
accounts  receivable  requiring  excessive 
capital  or  heavy  borrowings. 

INVENTORY.  Back  in  the  20's  it  was 
always  out  of  balance.  It  was  always  ex- 
cessive. Turnover  was  extremely  slow, 
again  causing  excessive  capital  require- 
ments or  heavy  borrowings. 

UNSTABLE  PRICES.  Webster  defines 
the  word  "unstable"  as  "easily  influenced." 
In  this  usage  that  definition  is  100%  ac- 
curate. The  prices  the  average  wholesaler 
asked  were  easily  influenced  from  one  ac- 
count to  another. 

SECRET  DISCOUNTS  AND  REBATES. 
In  addition  to  unstable  prices,  rebates 
and  discounts  were  the  "order  of  the  day" 
by  the  wholesaler  to  retailers.  Unstable 
prices  and  secret  discounts  destroyed  the 
possibility  of  mutual  confidence  between 
retailers  and  wholesalers.  .  .  confidence 
absolutely  necessary  before  modern  whole- 
saler-retailer teamwork  could  be  de- 
veloped. 

UNCERTAINTY  AS  TO  ORDERS.  Yes, 
in  the  1920's  the  wholesaler  was  never 
sure  whether  he  would  receive  a  big  order, 
a  little  order  or  no  order  from  a  retailer 
that  week.  Wholesalers  were  busy  fighting 
for  orders  instead  of  outlets. 

HIGH  SALES  AND  SERVICE  COSTS.  Back 
in  the  20's  many  wholesalers'  selling  ex- 
penses were  almost  as  high  as  today's 
modern  wholesalers'  total  operating  ex- 
penses. Back  in  the  20's  extra  service  to 
secure  a  portion  of  the  retailer's  business 
was  the  "order  of  the  day."  A  retailer 
could  phone  his  wholesaler  in  the  afternoon 
and  receive  his  order  that  same  afternoon, 
back  in  the  20's. 

What  happened  to  those  problems  ?  Each 
one  of  those  six  problems  has  been  disposed 
of,  at  least  to  an  extent  that  they  are  no 
longer  serious  barriers. 

However,  before  the  solution  to  those 
and  other  problems  could  be  put  into  effect, 
another  step  forward  had  to  be  taken  by 
the  independent  food  distributing  industry. 
That  step  was  the  lining  up  of  a  group 
of  retailers  and  one  wholesaler  for  the 
elimination  of  needless  expense,  the  re- 
duction of  merchandise  costs  and  the  de- 
velopment of  a  unified  sales  and  merchan- 
dising   program.     The    development    of   this 
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wholesaler -retailer  group  action  has  been 
slow,  but  sure,  and  it  continues  to  develop 
throughout  the  United  States  because  it  is 
a  sound  answer  to  independent  distribution's 
problems. 

With  this  wholesaler  -retailer  teamwork  as 
the  basis,  let's  see  what  solutions  were  de- 
veloped to  get  the  answer  to  those  problems: 

CREDIT?  To  a  degree,  of  course,  credit 
is  always  a  problem  but  not  the  problem 
today  it  was  in  the  20's.  No  30,  60  or  90 
days  credit.  No  carrying  from  crop  to 
crop,  but  cash  on  delivery,  one  week's 
terms  or  even  better,  signed  blank  check 
with  order.  No  heavy  accounts  receivable 
today  on  the  part  of  the  wholesaler.  Modern 
wholesalers  are  turning  their  accounts 
receivable  at  least  100  times  per  year. 
In  the  20's,  8  to  10  or  12  times  was 
normal. 

EXCESSIVE,  UNBALANCED,  SLOW- 
TURNING  INVENTORY?  Not  today!  With 
packing  following  the  sun  throughout  the 
world,  speculation  is  no  more.  Modern 
wholesalers  know  that  fast  turnover  is  one 
of  their  great  weapons  for  efficient  distri- 
bution. Modern  wholesalers  today  turn  their 
grocery  inventory  16,  18,  20  and  yes,  as 
high  as  36  times  per  year  compared  with 
4,  6  or  8  times  back  in  the  20's. 

UNSTABLE  PRICES?  SECRET  DIS- 
COUNTS and  REBATES?  Not  today  by  the 
modern  wholesaler.  He  has  no  secrets  from 
his  affiliated  retailers.  They  know  and 
understand  the  entire  plan.  Mutual  con- 
fidence, the  basis  of  wholesaler-retailer 
teamwork,  is  firmly  established. 

UNCERTAIN  ORDERS?  That,  too,  has 
been  reduced  to  the  bare  minimum  by  the 
modern  wholesaler.  He  is  not  busy  fighting 
for  an  order  from  a  certain  retail  outlet. 
Instead  he  is  fighting  for  outlets  on  a 
certain  definite  distribution  plan.  Once  a 
retailer  and  wholesaler  have  agreed  to 
work  together  on  a  plan,  the  wholesaler's 
warehouse  can  depend  on  orders  each  week. 
This  is  necessary  in  order  to  operate  an 
efficient,  low-cost  warehouse  and  delivery 
system. 

HIGH  SALES  AND  SERVICE  COSTS?  The 
printed  order  form  and  mailing  orders  have 
largely  answered  the  problem  of  high  sales 
expenses.  Concentration  with  the  retailers 
on  a  teamwork  plan  has  also  reduced  sales 
costs.  In  this  modern  teamwork  arrange- 
ment such  costs  have  been  reduced  2/3 
and  in  some  cases  3/4,  compared  with 
the  20's.  Unnecessary  services  have  also 
been  eliminated  in  the  new  teamwork  pro- 
gram. 


These  were  the  problems  and  some  of  the 
solutions  in  the  1920's.  Let's  look  at  the 
sales  figures  of  a  wholesaler  who  began 
his  wholesaler-retailer  teamwork  program 
in  January,  1927.  At  that  time,  this  com- 
pany was  operating  in  one  small  warehouse 
handling  fresh  fruits  and  vegetables  and 
dry  groceries. 

Sales  for  the  year   1927  were     $1,382,000 

Sales  for  the  year   1931  were        1,529,000 

Sales  for  the  year   1934  were        1,985,000 

That    is    a  43%  increase  in  sales  in  seven 

years  .  .  .  net  so    good,    but   the   wholesaler 

kept   working   on   the    problem  of  improving 

the    program.     Later     on    we    will   examine 

his  more  recent  sales. 

Now  let's  look  at  the  important  1957 
problems  confronting  the  independent  re- 
tailer and  wholesaler.  We  are  in  one  system 
together.    We    have   these  mutual  problems: 

1.  Profit  margins  are  decreasing. 

2.  The  threat  of  increased  expenses  is 
constantly  with  us. 

3.  An  ever -increasing  number  of  items 
in  inventory  threatens  to  slow  down  in- 
ventory turnover. 

4.  Equipment  costs,  both  for  wholesale 
warehouse  and  retail  stores,  are  increas- 
ing. 

5.  Too  many  good,  modern,  new  locations 
are  being  taken  by  the  competition  of  in- 
dependent retailers  (and  wholesalers)  caus- 
ing difficulty  for  independent  retailers  who 
do  not  have  equally  good  locations  and 
facilities. 

How  about  the  solution  to  these  problems  ? 
Decreasing  profit  margins?  Three  effective 
weapons  are  being  used  by  some  whole- 
salers: 

1.  Increased  turnover  rate  of  inventory, 
of  accounts  receivable,  of  total  net  worth, 
(increased  turns  can  offset  decreased 
margins  per  turn.) 

2.  Increased  sales  on  a  scheduled,  well- 
controlled  expense  program  so  that  it  will 
result  in 

3.  Total  reduced  expense  percentage. 
Increased  expenses?  Weapons  being  used 
are: 

1.  Order  scheduling  to  allow  sufficient 
time  for  office  and  warehouse  to  process 
orders  efficiently  and  sufficient  time  for 
truck  department  to  deliver  on  the  least 
expensive  schedule. 

2.  Elimination  of  needless  services, 
services  which  retailers'  major  competition 
does  not  have. 

3.  Increased  sales  through  concentration 
with  selected  retailers  on  a  teamwork  pro- 
gram. 
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The  problem  of  the  ever-increasing  num- 
ber of  items  in  inventory  ?  Effective  weapons 
being  used  are: 

1.  Buying  and  selling  for  increase  turn- 
over rate. 

2.  Constant  scrutiny  of  and  the  elimina- 
tion of  slow -moving  items. 

3.  Coordinating  merchandising  and  ad- 
vertising programs  with  arrival  of  mer- 
chandise. 

You  will  notice  that  the  phrase  "in- 
creasing turnover  rate"  appears  quite  often. 
Here's  an  example  of  the  value  of  turnover 
as  taken  from  one  wholesaler's  figures  for 
the  year  1956.  This  company's  net  earnings 
after  taxes  for  the  year  1956  amounted  to 
15.6%  on  average  net  worth  for  the  year. 
Their  inventory  turn  was  23.2  times  for 
1956.  It  was  only  7.8  times  in  1947.  If  the 
1956  inventory  turnover  had  been  only  10 
times  instead  of  23.2,  the  reduction  in  rate 
of  turn  would  have  required  more  than 
double  the  1956  inventory  .  .  .  more  than 
double  present  warehouse  facilities  .  .  . 
more  than  double  capital  requirements. 
This  reduction  in  turnover  rate  alone  would 
have  resulted  in  this  company's  net  earnings 
after  taxes  going  down  to  only  4.5%  on 
average  net  worth  instead  of  the  15.6%. 
Think  of  it!  The  same  prices,  the  same 
margins,  the  same  volume  of  sales  .  .  .  yet 
earnings  would  have  declined  from  15.6% 
down  to  4.5%  of  average  net  worth. 

The  next  1957  problem  is  that  of  increased 
costs  of  equipment  at  both  wholesale  ware- 
house and  retail  store  level.  The  problem 
of  increased  truck  investment  is  being 
offset  to  a  large  extent  by  some  whole- 
salers by  better  scheduling  of  delivery 
routes  and  by  night  deliveries  as  well  as 
daytime  .  .  .  getting  more  tonnage  deliveries 
per  truck.  Material  handling  equipment  for 
the  warehouse  is  increasing  in  usage  con- 
stantly as  it  proves  it  can  pay  for  itself 
with  the  savings  it  creates.  Certain  im- 
portant office  equipment  is  likewise  justify- 
ing its  cost  from  the  angle  of  savings  and 
making  necessary  operating  information 
quickly  available  to  wholesale  management. 
The  higher  costs  of  equipping  a  modern 
retail  store  today  have  to  be  checked  care- 
fully against  the  sales  potential  for  a  cer- 
tain location  under  certain  management. 
Good  management  in  a  good  location  in 
modern  facilities  can  secure  a  relatively 
high  level  of  sales  sufficient  to  more  than 
justify     present-day     capital      investments. 

The  problems  of  securing  modern  loca- 
tions and  modern  facilities  for  aggres- 
sive,    independent    retailers?     That   one    is 


being  met  head  on  by  an  ever-increasing 
number  of  wholesalers  in  this  country. 
If  it  is  true  that  the  average  good  in- 
dependent retailer,  a  good  operator  with 
a  good  record,  finds  it  impossible  to 
secure  a  modern  site  and  a  modern  store 
building  on  a  lease  basis  ...  if  it  is  true 
that  such  a  desirable  location  will  go  gen- 
erally to  a  syndicate  .  .  .  then  something 
must  be  done  about  it.  What  some  whole- 
salers are  doing  about  it  is  searching  for 
those  sites,  securing  an  investor  to  develop 
the  site  with  modern  building  facilities  and 
modern  parking.  In  some  cases,  the  whole- 
saler himself  becomes  the  prime  lessee 
and  he  sub-lets  to  a  qualified  independent 
operator.  We  believe  this  process  is  as 
important  to  modern  wholesalers  who 
choose  the  wholesaler-retailer  teamwork 
route  as  it  is  to  the  big  oil  companies  in 
securing  filling  station  locations  for  their 
products. 

Let's  go  back  to  that  wholesaler  whose 
sales  in  1927  were  $  1,382,000  and  in  1934 
were  $1,985,000.  Let's  start  with  the  year 
1949  because  that  was  the  last  year  this 
company  acquired  any  additional  ware- 
houses. Beginning  with  1949  it  has  operated 
four  major  warehouses  serving  independent 
retailers  only.  Yearly  sales  for  the  past 
8  years  are: 

1949  $28,383,000  1953    $62,474,000 

1950  35,575,000         1954       75,837,000 

1951  43,838,000  1955       87,598,000 

1952  54,398,000  1956  100,002,000 
We  respectively  submit  these  sales  fig- 
ures as  evidence  that  independent  retailers 
and  their  wholesaler  working  on  a  teamwork 
program  can  and  do  solve  their  major 
problems  thereby  opening  up  new  fields  of 
growth  opportunities. 

The  figures  submitted  are,  to  be  sure, 
a  wholesaler's  figures  ,  but  since  this  whole- 
saler is  in  the  business  of  serving  retailers  , 
it  is  fundamental  that  they,  the  retailers, 
first  must  grow  before  the  wholesaler  can 
grow.  The  retailers  first  must  prosper 
before  the  wholesaler  can  prosper.  The 
retailers'  welfare  must  come  first.  That 
being  true,  let's  study  this  new  independent 
retailer.  What  are  his  ambitions?  What 
does  he  want  and  need  in  order  to  show 
continued  progress  against  competition 
today  and  tomorrow?  These  independent 
retailers  need  the  same  services  from 
you,  their  wholesale  supplier,  as  a  chain 
store  manager  needs  from  a  successful 
chain's  warehouse  and  headquarters  and-- 
believe  it  or  not--modern  wholesalers  can 
supply    these    needs     as     well    as    or   better 
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to  modern,  independent  retailers  and  at 
as  low  orlower  cost.  This,  too,  is  inevitable. 
These  modern,  independent  retailers  are 
going  to  find  some  supplier  who  renders 
these  services. 

We  are  faced  with  those  two  situations. 
The  independent  retailer  needs  those  serv- 
ices. He  needs  them,  not  necessarily  be- 
cause he  lacks  the  intelligence  to  do  all 
those  things  himself,  but  rather  because 
there  are  not  enough  hours  in  the  day  for 
any  one  man  to  handle  all  of  those  needs 
for  a  single  or  small  group  of  stores. 
The  modern  wholesaler-retailer  teamwork 
permits  a  division  of  labor. 

The  wholesaler  supplies  those  needs 
which  can  be  furnished  on  a  mass  economy 
basis  better  and  more  economically  than  the 
independent  retailer  can  supply  them  for 
himself.  This  leaves  the  retailer  free  to 
devote  his  time,  energy  and  thought  to  the 
important  money-making  phases  of  his 
business  which  are: 

1.  Building  sales 

2.  Controlling  his  expenses 

3.  Increasing  his  turnover  rate 

4.  Preparing   himself  for   another    store 
What   are  those  services  which  a  modern 

store  needs  today?  Here,  we  believe,  are 
the  major  ones:  A  low-cost  system  from 
his  wholesaler,  a  system  with  every  pos- 
sible penny  of  unnecessary  expense  elimi- 
nated and  with  every  necessary  service 
provided;  such  services  as: 

Store  supervision       Merchandising 

Store  Engineering      Market  price  sur- 
vey 

Retail  accounting        Pre-printed  order 

forms 

Advertising  Retail  personnel 

training 

In  other  words,  from  the  standpoint  of 
goods  and  services,  as  nearly  a  one-stop 
warehouse  supplier  as  possible  including, 
but  not  necessarily  limited  to,  such  de- 
partment as  health  and  beauty  aids,  non- 
food items,  produce,  meats,  dairy  and 
frozen  foods,  along  with  the  services  men- 
tioned. And  last,  but  certainly  not  least, 
a  fairly  new  service  which  is  just  becom- 
ing established  in  the  wholesaler-retailer 
teamwork  field.  This  subject  received  a 
lot  of  interest  and  discussion  at  N/VWGA's 
recent  annual  convention.  It  is  :  Site  develop- 
ment. Good  retailers,  busy  in  their  own 
stores,  need  someone  who  will  select  and 
help  provide  them  with  the  right  locations 
and    right   facilities    for   maximum   volume. 

As  recently  as  five  years  ago  we,  in  the 
independent  food  field,  were  suffering  some- 


what from  an  inferiority  complex.  We 
seemed  to  feel  that  whatbig  companies  were 
doing  could  only  be  done  because  they  were 
big. 

Now  we  believe  that  a  company's  size 
is  not  necessarily  an  advantage.  The  race 
is  won  by  those  who  are  alert  and  aggres- 
sive. A  small  expansion  on  the  part  of  a 
small  company  can  be  just  as  important 
to  its  future  growth  as  is  a  big  expansion 
to  a  big  company.  Growth,  primarily,  de- 
pends upon  the  people  within  the  company. 
If  they  want  to  grow,  they  will  find  ways 
and  means  to  develop  that  growth. 

Let's  take  the  case  of  a  wholesaler  who 
wants  his  company  to  continue  to  grow 
and  to  make  worthwhile  contributions  to 
the  independent  food  distributing  field.  He 
has  his  choice  between  two  different  meth- 
ods of  doing  business: 

1.  He  can  strive  to  sell  almost  every- 
body a  little,  or 

2.  Concentrate  on  a  definite  program 
with  a  selected  group  of  independent  re- 
tailers. 

For  his  decision  as  to  the  possibilities 
of  method  number  two,  this  wholesaler 
will  first  intensely  study  his  territory. 
Its  population?  Total  number  of  retail 
food  stores?  Established  competition,  both 
retail  and  wholesale?  Number  of  retail 
stores  this  wholesaler  might  expect  to 
serve?  Estimated  total  weekly  sales  of 
those  stores.  What  department  will  the 
wholesaler  begin  with  at  the  warehouse 
level?  What  percent  of  those  total  retail 
sales  can  wholesaler  expect  to  supply? 
What  will  be  his  total  volume  per  year? 
His  expenses?  The  net  margin  result?  If  in- 
sufficient volume  is  indicated  at  the  whole- 
sale level,  can  more  departments  be  added 
...  or  can  more  territory  be  added? 

Where  can  he  start  in  order  to  begin  to 
assemble  this  information?  Where  can  he 
go  for  advice?  There  are  many  sources, 
of  course.  This  wholesaler's  State  as- 
sociation or  his  National  association  would 
be  two  good  places  to  start.  Inquiry  through 
wholesaler  friends  in  other  areas  searching 
for  the  wholesalers  with  approximately  the 
same  size  territory  who  are  doing  these 
teamwork  jobs.  Personal  visits  to  such 
wholesalers,  traveling,  then  decisions  and 
action.  It  isn't  easy.  It  takes  real  planning. 
It  is  intensely  interesting.  It  is  worthwhile. 
It  does  succeed  where  there  is  a  genuine 
desire  on  the  part  of  the  wholesaler  and 
retailers  to  work  together. 

The  possibilities  of  developing  from  a 
wholesale     grocery    house    to    a    wholesale 
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food  distributing  company  serving  selected, 
independent  retailers  on  a  close  team- 
work program  is  a  project  worthy  of  the 
closest  study. 

A  sound,  profit-making,  independently- 
owned  super  market  or  superette  is  a 
valuable  asset  to  any  community.  The 
modern  wholesale  food  distributor  who 
feels  that  he  is  playing  a  part  in  helping 
in  this  development  received  a  lot  of  deep 
satisfaction. 

Of  course,  in  this  type  of  work  there  is 
a  certain  amount  of  discouragement,  but 
over  the  years,  that  is  more  than  offset  by 
a  generous  share  of  thrills  and  pride  in 
the  accomplishments  of  others  with  whom 
you     have     had    the    privilege    of    working. 

♦Retailer 
Case  History:    Melvin  Kraemer, 
President 
Kraemer  Hardware 
Marys ville,  Kansas 

I  am  a  small  hardware  retailer  from 
Marysville,  Kansas --population  4,000.  Let's 
not  skip  over  that  word  "small"  too  quickly. 
When  I  say  small,  I  mean  small. 

When  I  left  Kraemer  Hardware  in  Marys- 
ville to  come  to  this  meeting,  the  store  lost 
one-third  of  its  selling  force,  its  advertising 
and  promotion  manager,  its  bookkeeper,  and 
all-around  handyman.  This  isn't  at  all  ex- 
ceptional in  our  industry.  The  average  re- 
tailer has  a  pretty  small  selling  force;  in 
fact,  the  average  is  4t  people  per  store. 
However,  while  we  are  small  in  the  aver- 
age number  of  people  employed,  we  are 
impressive  when  considered  in  total. 

For  instance,  the  National  Retail  Hard- 
ware Association,  of  which  I  am  a  member 
and  vice  president,  consists  of  24,000-plus 
hardware  retailers  like  myself,  located  in 
10,278  communities.  Four  out  of  five  of 
these  are  located  in  towns  of  less  than 
50,000  population,  while  more  than  half  are 
in  towns  of  less  than  5,000.  Therefore, 
when  we  consider  the  total  number  of  people 
represented  by  the  membership  of  our 
Association,  we  are  talking  about  over 
100,000  people. 

Like  most  hardware  stores,  we  handle 
not  only  hardware  and  tools  but  also  paint, 
farm  and  garden  supplies,  sporting  goods, 
housewares,  and  gift  goods.  Research  has 
shown  that  the  average  hardware  store 
stocks  some  15,000  to  20,000  different 
items.  But  you  could  hardly  call  some  of 
these  items  fast  movers. 

Along  with  being  a  complicated  business, 
hardware    retailing   has   become    extremely 


competitive.  Our  principal  competition  is 
not  other  hardware  stores  but  other  types 
of  retail  outlets  selling  hardware.  To  men- 
tion only  a  few  of  these,  there  are  farm 
co-ops,  mail  order  firms,  chain  stores, 
variety  stores,  department  stores  and  dis- 
count houses . 

With  all  these  competitors,  the  only 
items  the  hardware  retailer  has  an  ex- 
clusive on  are  what  we  consider  the  serv- 
ice items. 

Therefore,  odd-sized  washers,  nails, 
bolts,  etc.,  are  still  the  exclusive  property 
of  the  hardware  store. 

Hardware  retailing  today  is  a  bit  cluttered 
and  sometimes  confusing.  Without  some 
guidance  and  assistance  beyond  our  indi- 
vidual capacities  ,  we  little  hardware  dealers 
would  be  hard  put  to  survive.  That's  why 
the  services  of  the  National  Retail  Hard- 
ware Association  are  so  important  to  us. 

Every  day  I  open  my  store  in  Marysville, 
I  need  ( 1 )  to  get  more  people  into  the  store , 

(2)  to     get    them    into    the     store     oftener, 

(3)  to  sell  more  to  them  when  they  are 
in  the  store,  and  (4)  to  net  a  better  profit 
from  the  sales  made. 

During  the  last  ten  years,  it  has  been 
getting  harder  and  harder  to  make  a  good 
profit  in  hardware  retailing.  Our  Associa- 
tion makes  a  "Cost  of  Doing  Business 
Survey"  among  members  every  year  .  .  . 
has  been  doing  it  for  35  years  ...  so  we 
know  where  we  stand. 

This  annual  study  covers  all  the  salient 
operating  factors--sales ,  margin,  ex- 
penses, cash  discounts  and  other  earnings, 
profit,  salaries  paid  for  various  job  classi- 
fications, merchandise  inventory  per 
$10,000  sales,  sales  per  person,  stock 
turn,  credit  sales,  capital  turn,  assets, 
liabilities,  and  net  worth  per  $10,000 
sales--a  complete  picture  of  hardware 
retailing. 

All  this  data  comes  to  us,  helpfully  ex- 
plained, in  our  monthly  magazine,  Hard- 
ware Retailer  and  through  an  annual  Man- 
agement Manual. 

These  studies  have  led  to  important 
service  developments  by  the  Association. 
The  one  thing  they  have  most  clearly  high- 
lighted is  the  need  for  more  volume  in 
order  to  meet  expenses  and  realize  a 
reasonable  profit  in  hardware  retailing. 

My  first  need,  as  I  said,  is  to  get  more 
people  into  my  store;  my  second  to  get 
them  into  my  store  more  often.  To  get 
people  into  my  store  initially  and  to  keep 
them  coming  back,  I  have  to  tell  them  about 
the     goods     and     services     I    have     to    offer. 
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Obviously,  I  can  accomplish  this  only 
through  effective  advertising  and  promo- 
tion. 

Each  January,  my  24,000  fellow  mem- 
bers and  I  receive  a  Sales  Planner  from 
our  Association.  It  contains  a  whole  year's 
promotion  program,  set  up  by  weeks,  with 
regional  variations  to  fit  every  section  of 
the  country. 

For  each  week  and  each  area  there  is  a 
proposed  advertising  schedule,  promotion 
ideas,  and  a  checklist  of  items  for  regional 
promotion.  It's  a  guide  to  buying  as  well 
as  selling,  alerting  the  user  in  advance  to 
what  goods  to  have  on  hand  for  the  selling 
season. 

Twice  a  year  the  Association  provides 
me  with  specific,  proven  aids  to  bring 
more  customers  to  my  store.  These  all- 
industry,  nation-wide  promotions  are  the 
IRHA  Hardware  Week  in  the  Spring  and 
Family  Gift  Center  at  Christmas. 

These  are  huge  spectaculars  which  in 
the  last  four  years  have  grown  to  be  the 
biggest  promotions  in  all  retailing  in  re- 
spect to  the  number  of  manufacturers, 
wholesalers,  and  retail  stores  taking  part 
in  the  amount  of  national  and  local  tie-in 
advertising;  and  in  coordination  and  coop- 
eration among  all  branches  of  an  industry 
so  divergent  and  widespread. 

For  store  decoration  during  the  sale 
periods,  the  Association  supplies  each 
member,  at  no  charge,  a  400-piece  kit  of 
materials  including  window  posters,  ban- 
ners, streamers,  strips,  showcards,  price 
cards,  pennants,  etc. 

As  well  as  can  be  determined,  75%  to 
77%  of  the  24,000  members  decorate  their 
stores  and  tie  in  with  the  promotion. 
Thousands  use  direct  mail,  newspaper  and 
radio  advertising,  besides  the  wholesaler 
circulars. 

As  we  add  in-store  demonstrations,  prize 
drawings,  open  house  functions,  and  other 
special  activities  to  our  newspaper,  mail, 
and  radio  advertising,  we  stir  up  and  steer 
Mr.  and  Mrs.  Consumer  toward  the  hard- 
ware store.  Once  we  get  them  in,  they're 
sold  not  only  the  specials  but  a  lot  of 
regular  merchandise  as  well. 

Another  service  of  the  Association  that 
allows  me  to  attract  new  customers  to 
my  store  andbring  back  old  customers  more 
often  is  concerned  with  budget  selling. 

The  Association,  in  a  two-year  research 
project,  determined  that  credit  had  become 
so  much  a  part  of  the  American  consumer's 
way  of  buying  that  he  considers  it  almost  in 
the    same    sense    as  cash.  Research  further 


determined  that  budget  buyers  are  good 
paying  customers;  that  they  don't  quibble 
about  price;  that  they're  agreeable  to  pay- 
ing a  financing  charge  because  they  pay  it 
on  everything  else  they  buy  on  credit  and 
that  the  easier  credit  is  made,  the  more 
people  will  buy. 

Having  determined  all  these  things,  the 
Association  advocated  budget  selling  by 
member  stores.  It  prepared  and  offered  at 
no  charge  a  manual  completely  explaining 
the  How  as  well  as  the  Why  of  budget 
selling. 

For  $5  it  furnished  a  member  a  starter 
set  of  application  forms,  passbooks,  con- 
tract forms,  and  ledger  cards--all  the 
credit  extension  and  record  keeping  mate- 
rials a  dealer  needed  to  get  going. 

For  $15  it  provided  a  member  with  a 
promotion  pack  consisting  of  tags,  enve- 
lope stuffers,  credit  cards,  show-cards, 
and  window  banners,  newspaper  ad  layouts, 
and  the  necessary  mats  and  electros-- 
everything  needed  to  advertise  budget  selling 
and  to  decorate  the  store  so  everyone 
would  know  that  he  was  offering  each 
credit. 

Management  helps  for  members  developed 
by  the  National  Retail  Hardware  Association 
enable  us  to  know  where  we  stand  and  in 
which  direction  we  are  moving.  These 
Association  aids  are  an  active  force  in 
helping  my  store  in  Marysville,  Kansas, 
and  thousands  of  other  small  hardware 
dealers  on  Main  Streets  throughout  the 
country  keep  in  the  stream  of  industry 
progress. 


♦Retailer  Case  History: 


Ivan  Allen 
Ivan  Allen  Com- 
pany 
Atlanta,  Georgia 


As  a  member  of  the  National  Stationery 
and  Office  Equipment  Association,  I  welcome 
this  opportunity  to  submit  a  case  history  of 
work  that  has  been  done  in  the  interest  of 
developing  management  in  small  business 
firms. 

This  industry  is  concerned  with  the 
distribution  of  all  products  which  go  into 
the  offices  of  America.  When  one  realizes 
that  32%  of  all  employed  people  outside  the 
military  are  today  employed  in  the  offices 
of  America,  he  has  an  immediate  recog- 
nition of  the  imoortance  of  the  products 
which  serve  these  21j  million  people. 

The  major  part  of  the  industry  is  served 
by  retail  distributors  of  commercial  office 
supplies    and    equipment    who    are  definitely 
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in  the  category  of  small  business.  Prac- 
tically all  of  these  retail  businesses  are 
management  owned,  and  unlike  most  other 
retail  operations,  there  are  no  chain  or- 
ganizations in  the  industry.  This  presents 
a  problem  to  management  because  it  is 
difficult  to  secure  facts  which  by  compari- 
son with  operating  procedures  of  others 
give  information  to  the  men  responsible 
for  the  conduct  of  an  individual  retail 
operation.  Because  of  this,  the  Association 
has  developed  tools  for  management  which 
are  of  inestimable  value. 

Of  the  many  things  which  have  been  made 
available  to  us  by  NSOEA,  I  want  to  pay 
special  tribute  to  the  work  that  has  been 
done  in  the  field  of  operating  costs.  Without 
knowledge  of  the  experience  of  others,  it 
is  extremely  difficult  for  a  store  operator 
to  know  whether  he  is  properly  managing 
his  business.  No  information  concerning 
the  industry  is  available  from  government 
sources. 

For  many  years  NSOEA  has  annually 
developed  a  Cost  of  Operating  Report.  In 
this  Report  are  combined  the  operating 
figures  of  a  sizable  proportion  of  the 
membership  of  the  Association.  Through  the 
development  of  average  and  medians,  a 
tremendous  amount  of  information  is  avail- 
able. 

The  method  of  accumulating  these  figures 
is  this:  The  Association  has  employed  re- 
search counsel  thoroughly  trained  and  with 
the  ability  to  analyze  the  figures  submitted 
by  the  member  retailers.  It  has  made 
available  a  knowledge  of  the  gross  profit 
which  the  industry  has  received  over  many 
years  and  has  shown  the  operating  ex- 
penses which  typify  the  average  dealer. 
These  expenses  are  analyzed  in  the  follow- 
ing categories : 

Store  Selling  Costs 

Outside  Selling  Costs 

Warehouse  and  Shipping  Costs 

Office  Costs 

Administrative  Costs 

Occupancy  Costs 

Taxes 

Through  a  study  of  this  Report,  an  indi- 
vidual dealer  may  compare  average  figures 
with  his  own  experiences.  In  any  area 
where  he  finds  his  operating  costs  have 
exceeded  the  averages,  he  has  an  immediate 
challenge  to  check  his  own  methods,  to 
improve  his  operating  procedures  and  to 
correct  his  errors. 

Because     there    has    been   a   lack    in   this 


traditional  accounting  method  of  determin- 
ing departmental  operating  costs  ,  the  Asso- 
ciation three  years  ago  employed  additional 
research  counsel  to  permit  the  development 
of  a  second  report  for  its  members.  It  is 
known  as  a  Uniform  Accounting  Operations 
Report.  Using  basically  the  divisional  ex- 
pense items  listed  above,  the  new  method 
urged  the  assignment  of  applicable  costs 
to  every  department  in  the  store.  Certain 
expenses  apply  directly  to  a  department, 
such  as  rent,  salaries  of  those  who  work 
only  in  that  department,  and  similar  items. 
Other  expenses  such  as  office  clerical 
wages  ,  management  pay,  warehouse  handling 
and  storage,  delivery  expense,  and  others 
require  study  to  assure  allocation  to  the 
proper  department. 

Additionally,  this  second  research  project 
made  available  to  the  retailer  the  differen- 
tial in  costs  applicable  to  those  in  large 
cities  that  were  not  comparably  the  same 
in  smaller  cities.  By  dividing  operating 
expenses  in  different  geographical  areas, 
better  comparison  with  one's  own  operating 
procedure  was  possible.  Further,  the  con- 
ditions existing  in  stores  whose  volume  is 
less  than  $100,000  differ  greatly  from  those 
whose  volume  is  $  1 00,000- $250,000; 
$250,000-$500,000;  etc.  By  segregating 
expenses  according  to  the  sales  volume  of 
the  retailer,  much  more  accurate  com- 
parison of  his  operating  procedure  became 
possible. 

Repeated  experiences  of  the  last  few 
years  have  shown  that  those  of  us  in  small 
business  who  have  no  other  source  for 
information  than  our  Association  have  bene- 
fited greatly  from  these  tools  made  avail- 
able to  us.  It  is  obviously  true  that  the 
material  is  of  no  more  value  than  the  utili- 
zation to  which  each  person  in  management 
puts  it,  but  demonstration  has  repetitively 
shown  that  a  sounder  business  has  been 
developed  through  these  research  programs 
without  which  many  more  retailers  of  this 
industry  would  have  faced  serious  financial 
conditions,  even  to  the  point  of  failure. 

Credit  should  be  given  to  outside  counsel 
for  the  work  it  has  done.  The  report  first 
spoken  of  has  been  compiled  by  Dr.  Ralph 
DeArmond  Cies  of  Cambridge,  Massa- 
chusetts, and  the  second  report  by  J.  K. 
Lasser  and  Company  of  New  York  City. 
Both  of  these  organizations  have  been 
retained  by  the  Association  and  are  paid 
from  its  funds. 
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♦Retailer  Case  History:    Earl  Kirk, 

President 
Earl  Kirk,  Inc. 
Paragould, 
Arkansas 

My  business  experience  as  a  farm  equip- 
ment dealer  dates  back  to  1945.  In  that 
year,  with  no  prior  training  in  farm  equip- 
ment merchandising  or  business  manage- 
ment, I  purchased  a  third  interest  in  the 
John  Deere  dealership  at  Paragould,  Ar- 
kansas. Later  I  became  sole  owner.  This 
was,  as  I  look  back,  a  daring  step  which 
could  have  had  disastrous  consequences. 
Fortunately,  however,  the  John  Deere  terri- 
tory manager  suggested  that  much  of  the 
guidance  I  needed  could  be  obtained  from 
the  Mid-South  Farm  Equipment  Association, 
one  of  thirty-three  state  or  regional  dealer 
associations  affiliated  with  the  National 
Retail  Farm  Equipment  Association. 

His  suggestion  proved  to  be  the  soundest 
advice  I  ever  received.  I  sincerely  believe 
that  the  success  of  every  phase  of  my 
present  day  business  in  Paragould  is  di- 
rectly traceable  to  the  services  available 
to  me  as  an  association  member.  A  few 
examples  of  these  benefits  are: 

My  association  membership  immediately 
entitled  me  to  a  series  of  Farm  Equipment 
Retailing  bulletins  covering  such  functions 
as  Accounting,  Service  Shop  Operation, 
Sales  Promotion  and  Advertising,  Business 
Management,  and  Building  Plans. 

The  first  problem  I  faced  as  a  dealer  was 
the  condition  and  location  of  the  existing 
dealership  we  had  purchased.  The  building 
itself  was  inadequate  and  was  located  in  a 
congested  area  with  poor  parking  facilities. 
The  solution  to  that  problem  was  contained 
in  the  first  set  of  bulletins  I  received  from 
the  association.  Plans  conforming  to  my 
needs  were  a  part  of  the  bulletin  service 
and  the  building  I  operate  from  today  is  the 
one  I  built  at  that  time. 

Another  step  I  took  was  adoption  of  the 
uniform  accounting  system  developed  by 
the  national  association.  This  is  a  detailed 
yet  simple  system  covering  every  operating 
phase  of  our  business.  It  enables  me  to  keep 
a  close  and  accurate  check  on  each  dealer- 
ship department  and  provides  a  profit  and 
loss  statement  at  the  end  of  each  month. 
With  the  accounting  system  we  received  a 
procedure  manual  containing  installation 
and  operating  instructions.  In  case  of  a 
change  in  personnel  in  the  bookkeeping 
department,  the  new  employee,  by  using  the 
manual,    is  quickly  able  to  become  familiar 


with  the  system  and  continue  it  without  any 
interruption. 

Admittedly  I  became  a  farm  equipment 
dealer  during  a  seller's  market  period. 
During  times  when  selling  is  not  a  prob- 
lem, all  dealers  are  inclined  to  overlook 
many  of  the  management  measures  needed 
in  a  sound  operation.  I  was  no  exception. 
For  that  reason  I  didn't  realize  that  the 
National  Retail  Farm  Equipment  Associa- 
tion had  developed  a  workable  profit  control 
plan  for  farm  equipment  dealers. 

My  ignorance  was  costly  because  I  re- 
tained a  business  engineering  firm  to  ana- 
lyze my  business  and  then  followed  their 
suggestion  that  a  profit  control  plan  was 
needed.  Setting  up  the  system  prior  to 
putting  it  into  operation  cost  almost  $4000. 
It  worked  beautifully  as  long  as  business 
conditions  remained  the  same  as  they  were 
during  the  period  when  the  system  was 
installed.  When  competition  increased,  how- 
ever, and  the  economic  situation  became 
tighter,  I  discovered  that  the  profit  control 
system  I  was  using  wasn't  adaptable  to 
changing  business  conditions.  It  lacked  the 
flexibility  I  needed  to  be  able  to  budget 
expenses  and  income  a  week,  a  month,  or  a 
year  in  advance. 

At  about  this  time  the  National  Retail 
Farm  Equipment  Association  began  spon- 
soring Business  Management  Clinics.  Here 
I  learned  the  details  on  the  Association's 
Profit  Control  System  which  I  had  previ- 
ously overlooked.  Because  it  was  designed 
specifically  for  farm  equipment  dealers,  it 
possessed  the  flexibility  I  needed.  Now,  if 
circumstances  indicate  reduced  income  for 
any  month  or  any  period  of  months,  my 
expenses  can  be  immediately  adjusted  to 
assure  a  profit  because  the  NRFEA  Profit 
Control  Plan  is  tailor-made  for  my  busi- 
ness. 

Profit  Control  was  only  one  of  many 
practical  ideas  I  adopted  in  my  Paragould 
dealership  after  attending  a  Business  Man- 
agement Clinic.  I  received  valuable  help 
in  used  equipment  merchandising  and  im- 
mediately took  steps  which  increased  used 
equipment  sales  and  profits.  I  graded  my 
display  lot  and  covered  it  with  white  chat. 
Lights,  operated  by  an  automatic  time 
clock,  were  installed  so  the  equipment 
could  be  displayed  at  night  and  attractive 
signs  were  erected.  In  this  phase  of  my 
business,  order  was  actually  created  out  of 
chaos. 

Now,  as  the  result  of  association  recom- 
mendations, each  piece  of  used  farm  equip- 
ment sold,   regardless  of  age,  is  sold  with  a 
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guarantee.  The  type  of  warranty  may  vary 
with  the  age  of  equipment  but  even  the 
oldest  is  sold  on  a  money-back  guarantee, 
if  the  farmer  is  dissatisfied  with  its  opera- 
tion after  a  reasonable  specified  period  of 
time.  Under  this  program  more  than  1000 
used  equipment  units  have  been  sold  and  only 
three  have  been  returned.  In  each  of  these 
three  cases,  because  of  the  reputation  my 
dealership  had  gained  through  its  sound 
used  equipment  merchandising  program,  the 
farmer  immediately  purchased  a  unit  simi- 
lar to  the  one  he  had  returned. 

Each  month  Farm  Equipment  Retailing, 
our  national  association's  official  publica- 
tion, publishes  a  Sales  Planning  Program. 
This  is  based  on  market  research  done 
among  farm  equipment  dealers  and  estab- 
lishes the  best  selling  months  for  approxi- 
mately 100  farm-equipment  items.  We  use 
this  constantly  in  planning  advertising 
schedules,  controlling  inventories  ,  planning 
demonstrations,  and  conducting  sales  meet- 
ings. It  helps  plan  sales  quotas  and  ties 
right  in  with  the  dealership's  profit  con- 
trol program. 

No  statement  about  National  Retail  Farm 
Equipment  Association  Services  which  aid 
an  individual  dealer  could  be  complete 
without  mention  of  the  Farm  Equipment 
Retailer's  HANDBOOK.  As  far  as  I  know 
ours  is  the  only  trade  association  which 
has  written  and  published  a  complete  guide 
covering  every  phase  of  a  member's  opera- 
tion. 

Chapter  after  chapter  covers  such  func- 
tions as  sales  ,  advertising,  demonstrations  , 
personnel,  capital  requirements,  profits, 
accounting- -in  short  everything  an  indi- 
vidual could  possibly  need  to  know  about 
operating  a  dealership  even  if  he  were 
starting  from  scratch  without  a  bit  of 
previous  experience.  I  can  truthfully  say 
that  since  the  Handbook  was  published  and 
I  received  a  copy,  I  have  never  been  con- 
fronted with  a  problem  which  it  didn't 
solve  or  at  least  provide  the  basis  for  a 
solution. 

I  sum  up  by  saying  that,  in  my  experi- 
ence, no  dealership  problem  has  come  up 
which  the  National  Retail  Farm  Equipment 
Association  and  the  Mid-South  Association 
couldn't  help  me  solve  and  that  the  cost  of 
membership  has  been  returned  to  me  100 
times  in  services  rendered. 


♦Retailer  Case  History: 


Clarence  Stanyer 
Stanyer  and  Ed- 
monds on 
Pasadena,  Cali- 
fornia 


For  42  years  I  have  been  engaged  in  the 
tire  business  and  have  found  it  to  be  a 
profitable  one.  A  particularly  good  year 
for  our  firm- -Stanyer  and  Edmondson-- 
was  1956,  when  our  retreading  trade  jumped 
considerably. 

One  factor  that  helped  us  score  well  in 
sales  last  year  was  our  membership  in  the 
Tire  Retreading  Institute,  a  division  of  the 
National  Tire  Dealers  k  Retreaders  Asso- 
ciation. The  Tire  Retreading  Institute  has 
done  a  great  deal  to  convince  motorists 
everywhere  of  the  safety  and  economy  of 
retreaded  tires. 

However,  my  company's  individual  suc- 
cess gave  me  the  idea  of  organizing  a 
group  of  retreaders  and  launch  a  pro- 
motion program  on  an  area  basis.  This 
would  permit  us  to  merchandise  our  prod- 
ucts on  a  quality  platform,  give  the  motor- 
ist a  real  service  and  increase  our  sales 
and  profits  considerably. 

The  unknown  element  was  whether  our 
market  in  the  Los  Angeles  area  was  big 
enough  to  make  such  a  venture  pay  off.  I 
also  needed  to  determine  how  to  organize 
a  group  to  work  together  on  the  proiect. 

In  January,  1957,  I  called  on  the  Insti- 
tute to  present  my  problem.  Their  market 
research  staff  analyzed  the  problem  as 
follows: 

Total  retreads  to  be  pro- 
duced in  1957:  32,000,000 

California  consumption  of 
tread  rubber  used  in  pro- 
ducing retreads:  13% 

Number  of  tires  to  be  re- 
treaded  in  California:  4,160,000 

Average  sales  price  of 

retread  tires:  $12.30 

California  sales  potential  $51,168,000 

On  investigation  I  found  that  half  the 
cars  in  California  are  registered  in  the 
four  counties  which  make  up  the  Los 
Angeles  area.  Thus,  we  concluded  that 
our  sales  potential  was  50  per  cent  of  the 
figure  for  the  entire  state,  or  $25,584,000. 
This  represented  an  adequate  market  for 
our  proposed  project. 
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My  next  step  was  to  ascertain  the  best 
way  of  presenting  such  a  program  to  the 
independent  business  men  who  made  up  the 
retreading  industry  in  and  around  Los 
Angeles. 

For  assistance  in  this,  I  called  on  the 
advertising  department  of  the  Los  Angeles 
Times,  the  leading  newspaper  in  circula- 
tion in  the  four  counties  involved.  They 
were  extremely  helpful  in  the  preparation 
of  charts  to  illustrate  the  sales  potential, 
the  area  selected,  the  circulation  coverage 
of  their  newspaper,  and  the  preparation  of 
quarter-page  ads  to  put  across  our 
message  in  a  six-months  campaign. 

Having  devised  an  effective  merchandis- 
ing program,  I  turned  again  to  the  Tire 
Retreading  Institute  to  help  me  sell  it  to 
our  local  group. 

We  utilized  the  monthly  meeting  of  our 
local  association,  the  Southern  California 
Tire  Dealers  &t  Retreaders  Association, 
for  our  presentation.  I  sent  out  personal 
letters  to  all  retreaders  in  the  four  counties 
telling  them  of  our  program  and  inviting 
them  to  attend. 

Through  the  use  of  illustrated  charts, 
merchandising  material,  and  display  of 
rough  layouts  of  the  suggested  newspaper 
ads,  we  put  on  a  one-hour  program.  We 
calculated  the  market  potential,  the  amount 
of  business  we  could  obtain,  and  a  sug- 
gested program  to  tackle  it.  The  Director 
of  the  Institute  presented  the  Institute's 
material  and  the  Los  Angeles  Times  rep- 
resentative gave  additional  information. 

The  cost  of  the  program  was  to  be  pro- 
rated among  the  participants  on  the  basis 
of  the  number  of  retreading  molds  each  had 
in  his  shop.  The  total  number  of  molds  of 
all  members  divided  into  the  cost  of  the 
ads  gave  us  the  cost  per  mold.  It  was  then 
a  matter  of  simple  calculation  to  figure  the 
participating  cost  of  each  member.  In  addi- 
tion, some  of  the  retread  material  sup- 
pliers made  individual  contributions  to 
help  put  our  program  across. 

After  the  meeting,  the  Director  of  the 
Institute  and  I  spent  four  days  visiting  each 
man  who  had  attended  the  meeting  to  sign 
him  to  the  program  and  to  obtain  his  contri- 
bution. This  also  gave  us  an  opportunity 
personally  to  answer  any  questions  the  men 
might  have. 

The  results  of  this  program  to  date  are 
quite  gratifying.  Thirty-three  retreaders 
throughout  the  four  counties  are  partici- 
pating. Retreading  business  is  on  the  up- 
grade. Sales  and  profits  have  increased.  All 
of    us    have    developed    a    better     spirit    of 


group  cooperation  and  a  greater  interest 
in  providing  the  public  with  an  improved 
product. 

The  role  of  the  Tire  Retreading  Institute 
in  this  campaign  cannot  be  over-estimated. 
The  Institute's  researching  of  our  market, 
its  valuable  aid  in  making  available  to  us 
the  Director's  services,  and  its  follow- 
through  in  our  solicitation  for  support  were 
a  basic  part  of  the  effort  that  is  now  making 
our  cash  registers  ring  more  frequently. 


♦Retailer  Case  History: 


Norman  L.  Wetz- 
ler.  President 

American  Woolen 
Mills  Company 

Baltimore,  Mary- 
land 


As  a  men's  wear  merchant,  I  am  active 
in  the  National  Association  of  Retail  Cloth- 
iers and  Furnishers.  Primarily  I  look  to 
my  trade  association  as  a  source  of  infor- 
mation in  the  every  day  operation  of  my 
business. 

For  example,  consider  our  men's  shoe 
department.  Last  year,  our  Associa- 
tion made  a  national  survey  of  740  men's 
wear  stores  to  determine  the  relative 
importance  of  shoes  in  retail  men's  wear 
selling.  This  was  conducted  in  cooperation 
with  the  School  of  Business  of  Washington 
University  in  St.  Louis. 

It  was  found  that  over  70%  of  stores  of 
our  type  have  shoe  departments.  The  survey 
indicated  that  we  should  carry  six  different 
brand  names  and  it  gave  the  price  brackets 
we  should  operate  in  to  conform  with  the 
quality  and  price  of  men's  clothing  that  we 
sell.  That  report  caused  us  to  restudy  our 
shoe  department  and  to  take  steps  toward 
improved  operation. 

Twice  a  month  we  get  a  members' 
bulletin  from  the  National  Association  of 
Retail  Clothiers  and  Furnishers.  It  is  a  fact 
bulletin.  Once  a  month  there  is  a  report 
on  the  amount  of  business  done  in  typical 
stores  throughout  the  country  during  the 
preceding  month. 

The  Association  also  gives  me  and  other 
members  special  services.  Like  most 
merchants,  I  was  intrigued  with  the  prob- 
lem of  what  is  happening  to  downtown 
business  as  a  result  of  the  growing  sub- 
urban shopping  centers.  We  had  already 
opened  a  branch  store  in  a  shopping  center 
and  were  trying  to  plan  the  future.  Through 
the  Association,  I  received  valuable  infor- 
mation showing  what  was  happening  to 
downtown   metropolitan    shopping  compared 
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to  the  shopping  area  as  a  whole.  This  data 
has  helped  us  plan  for  protection  of  our 
main  store  and  for  further  branch  opera- 
tion. 

Early  this  year  there  was  made  avail- 
able a  17- volume  study  on  consumer  buying 
habits  prepared  by  the  University  of  Penn- 
sylvania in  cooperation  with  the  U.  S. 
Bureau  of  Labor  Statistics.  As  a  small 
business  man,  I  had  neither  the  facilities 
nor  the  ability  to  dig  into  these  figures  to 
see  how  they  affected  me.  Our  national 
association  put  out  a  special  four-page  re- 
port summarizing  the  highlights  from  the 
viewpoint  of  a  men's  wear  merchant. 

I  learned  from  the  summary  that,  as  a 
man's  income  becomes  higher,  he  does 
not  necessarily  spend  more  on  clothing.  I 
believe  the  law  of  diminishing  returns 
enters  the  picture.  At  any  rate,  this  study 
showed  me  that  our  appeal  should  be  to  the 
growing  number  of  middle  income  people. 

The  Market  Fashion  Report  sent  out 
monthly  by  the  Association  is  a  very 
practical  merchandising  guide.  This  is  a 
well-illustrated  service  giving  information 
on  new  items  on  the  market,  new  styles, 
and,  most  important,  their  prices. 

The  outstanding  research  job  done  by 
our  association  is  the  annual  business 
survey  which  gives  basic  facts  on  ope  rating 
statistics.  This  16-page  pamphlet,  conn- 
piled  from  over  400  confidential  question- 
naires circulated  among  typical  stores 
throughout  the  country,  is  prepared  from 
an  analysis  made  by  the  School  of  Retailing 
of  New  York  University.  This  gives  us 
facts  broken  down  into  geographic  sections 
of  the  country  and  into  volume  brackets.  I 
can  and  do  compare  my  store  with  these 
national  a ve  rage  s . 

A  men's  wear  merchant  buys  his  spring 
clothing  for  the  next  season  in  October  and 
early  November.  The  guessing  game  of  what 
the  consumer  will  want  is  a  terribly  diffi- 
cult and  hazardous  one.  To  help  reduce  the 
hazard,  our  association,  working  with  the 
Clothing  Manufacturers  Association,  regu- 
larly gives  me  a  guide  which  I  receive  in 
early  August. 

Fashion  is  the  heart  of  the  men's  wear 
business.  Our  Association  has  a  committee 
of  style-minded  retailers  located  in  various 
parts  of  the  country.  Each  month  they  are 
surveyed  on  a  subject  of  current  interest 
and  the  results  of  the  survey  are  sent  to 
members. 

To  sum  up,  the  national  association  does 
a  tremendously  important  job  in  dissemi- 
nating information  of  special  interest  to  the 


members  of  its  trade.  Whether  this  deserves 
the  designation  of  "research"  is  unim- 
portant—the important  factor  is  that  it  is 
helpful  to  me  in  operating  a  men's  wear 
store. 

Service  Case  History:    Maurice  G.  Long, 

President 

Pioneer  Laundry 
Corporation 

Washington,  D.  C. 

The  laundry-drycleaning  industry  is  com- 
posed of  many  small,  separate  establish- 
ments, each  confined  to  a  local  trading  area 
and   frequently   family-owned  and  operated. 

For  perspective,  our  company  is  en- 
gaged in  furnishing  laundry  and  dry  clean- 
ing services  in  the  Washington  metropolitan 
area.  With  annual  sales  of  less  than  $900,000 
and  170  employees,  we  are  substantially 
larger  than  the  average  similar  plant,  but 
by  no  means  one  of  the  largest. 

From  the  foregoing,  it  will  be  obvious 
that  we,  not  to  mention  the  plant  of  average 
size,  must  subscribe  to  trade  associations 
for  certain  services  which  our  own  limited 
manpower  cannot  furnish  adequately  or 
which,  if  purchased  individually,  would  be 
prohibitively  expensive. 

We  are  and  have  been  for  many  years 
members  of  the  Laundry-Dry  Cleaning 
Association  of  the  District  of  Columbia,  the 
functions  of  which,  as  the  name  implies, 
are  primarily  local  in  scope.  In  addition, 
we  have  been  a  member  of  two  national 
trade  associations  —  the  American  Institute 
of  Laundering,  Joliet,  Illinois,  and  the 
National  Institute  of  Drycleaning,  Silver 
Spring,  Maryland. 

Time  does  not  permit  me  to  list  all  of 
the  services  offered  by  these  trade  asso- 
ciations. I  shall,  therefore,  briefly  mention 
only  those  which  are  indicative  of  the  type 
that  a  small  business  would  have  the  great- 
est difficulty  furnishing  for  itself. 

One  of  the  most  important  accomplish- 
ments of  our  local  association  in  recent 
years  was  a  jointly- sponsored  study  of  the 
local  laundry-dry  cleaning  market.  The  cost 
of  such  a  study  would  probably  have  been 
considered  excessive  by  all  but  the  largest 
plants.  Sharing  the  cost  made  its  findings 
available  to  us  and  to  many  smaller  opera- 
tors. 

The  data  furnished  management  in  this 
study,  properly  analyzed  and  applied  to  each 
plant,  should  serve  as  a  most  valuable 
guide  in  sales  planning  programs  for  many 
months    ahead.    As    an    example,    the    report 
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furnished  each  operator  with  information 
on  the  following  subjects,  all  of  which  must 
be  taken  into  consideration  in  putting  into 
operation  an  effective  sales  campaign: 

1.  Public  knowledge  of  specific  laundries 
(customer  reasons  for  recommending  a 
specific  laundry); 

2.  Percentage  of  customers  using  pres- 
ent laundry  for  dry  cleaning; 

3.  The  features  the  customer  liked  best 
and  least  about  her  present  laundry; 

4.  Motive  for  becoming  a  customer  of 
her  present  laundry; 

5.  The  message  remembered  by  the 
customer  in  bundle  inserts  and  other  forms 
of  advertising; 

6.  The  media  in  which  the  customer 
noticed  advertising. 

Also  of  tremendous  value  to  us  was  the 
tabulation  in  the  survey  of  present  com- 
mercial laundry  users  by  residential  areas 
and  our  relationship  to  the  over-all  market. 

Our  national  associations,  of  course,  con- 
stantly aid  management  in  market  research 
programs  by  issuing  special  reports  peri- 
odically on  the  results  of  studies  in  many 
fields  of  distribution,  such  as: 

1.  Proper  store  locations; 

2.  Packaging; 

3.  Neighborhood  drive-ins  and  quick 
service; 

4.  Advertising; 

5.  Sales  contests; 

6.  Direct  mail  promotion; 

7.  Sales  control  of  present  customers. 
Another    aid    to    management,    indirectly 

related  to  marketing,  but  of  vital  impor- 
tance to  our  over-all  planning,  is  the 
operating  cost  percentages  furnished  us  on 
a  national  as  well  as  an  area  basis.  This 
has  been  made  possible  through  the  stand- 
ardization of  accounting  methods  and  enables 
us  to  detect  cost  items  in  need  of  attention. 

Contrary  to  popular  belief,  a  very  large 
percentage  of  fabric  damage  cases  incurred 
during  wear,  or  which  take  place  while  in 
the  wearer's  possession  are  due  to  faulty 
manufacture.  Both  our  national  associations 
offer  the  services  of  a  textile  analysis 
laboratory  to  assist  members  in  improving 
customer  relations  by  placing  the  responsi- 
bility for  damaged  articles  where  it  belongs. 

A  "test  piece"  service  is  offered  by  both 
associations,  enabling  us  at  frequent  inter- 
vals to  receive  laboratory  reports  by  means 
of  which  we  can  determine  the  efficiency  of 
our  washing  and  cleaning  formulas  and 
of  the  supplies  used.  The  condition  and 
efficiency    of    our    cleaning    solvent    can   be 


checked  by  laboratory  standards  at  any  time 
and  is  normally  done  at  least  once  a  month. 
Since  inadequate  soil  removal,  loss  of 
brightness  and  excessive  loss  of  tensile 
strength  are  important  factors  in  our  busi- 
ness, the  results  of  these  tests  are  a  very 
important  guide  to  our  management. 

Upon  the  appearance  on  the  market  of 
new  materials  ,  such  as  "man-made"  fibers  , 
or  of  new  treatments  designed  to  improve 
the  qualities  of  older  materials,  our  na- 
tional associations  immediately  run  ex- 
haustive tests  and  advise  us  how  best  to 
process  such  materials,  if  indeed  they 
can  be  satisfactorily  processed  at  all. 

Many  of  us  avail  ourselves  of  the  train- 
ing facilities  offered  by  our  national  asso- 
ciations. These  range  from  an  intensive 
12-week  course  for  an  industry  career  to 
4-week  management  courses;  there  also 
are  correspondence  courses  and  refresher 
courses  for  experienced  management  per- 
sonnel. Many  of  these  courses  feature 
sales,  sales  training  and  advertising. 

While  we  realize  that  trade  associations 
cannot  control  trends  and  economic  develop- 
ments, they  can  and  do  help  the  small 
business  man  keep  abreast  of  them  through 
many  of  their  services. 

♦Service  Case  History:    Larry  Hilaire, 

President 

National  Restau- 
rant Association 

Chicago,  Illinois 

How  can  trade  associations  assist  small 
members  through  market  research  and  re- 
lated activities?  I  think  I  am  in  a  perfect 
position  to  answer  this  question. 

I  am  a  typical  small  restaurant  operator. 
I  started  in  the  business  and  acquired 
"know  how"  by  working  in  restaurants  on 
the  West  Coast.  In  1930  I  went  into  business 
for  myself  with  a  ten-stool  soda  fountain.  I 
now  have  two  restaurants  in  Portland,  Ore- 
gon. Both  are  service  restaurants  and  both 
receive  my  close  personal  attention. 

I  have  been  a  member  of  the  National 
Restaurant  Association  since  1934  and  now 
have  the  honor  of  serving  as  its  president 
and  spokesman  for  the  180,000  establish- 
ments it  represents.  The  Association  has 
both  large  and  small  restaurant  members 
and  the  president  may  be  either  a  large  or 
a  small  operator.  Most  of  the  members  are 
typical  small  business  men.  Our  Associa- 
tion, through  its  market  research  activities  , 
helps  the  small  operator  in  the  following 
ways : 


154 


Market  Information 

The  Association  prepared  a  booklet  en- 
titled: "America  Eats  Out".  This  empha- 
sized the  importance  and  vastness  of  the 
industry  of  which  I  am  a  part.  It  made  the 
point  that  one-fourth  of  all  the  food  con- 
sumed in  this  country  is  eaten  in  restau- 
rants. It  showed  that  we  area  $  1  7.5  billion- 
a-year  business,  serving  80,000,000  people 
a  day.  This  booklet  brought  prestige  to  the 
industry  and  an  awareness  of  the  part  of 
many  large  companies  of  how  vital  our 
business  is  to  the  economy  of  the  country. 

As  a  small  business  operator,  we  are 
constantly  confronted  with  the  problem  of 
securing  more  customers  and  increasing 
our  volume.  We  can  do  a  certain  amount  of 
advertising,  but  unfortunately,  with  a  limited 
advertising  budget,  we  cannot  conduct  all- 
out  campaigns  of  the  type  maintained  by 
multi-unit  organizations.  It  pleased  me, 
therefore,  when  the  National  Restaurant 
Association  appropriated  $100,000  for  a 
campaign  to  urge  the  public  to  dine  out 
more  often.  Because  of  this  action,  members 
of  allied  food  companies  agreed  to  gear 
some  of  their  advertising  to  the  theme  of 
"dining  out".  Within  one  year,  $5  million 
worth  of  advertising  with  this  message  was 
developed  by  various  nationally  known  com- 
panies. 

Equipment  Market  Research 

Too  often,  equipment  for  restaurants  is 
not  geared  to  the  needs  of  the  restaurant 
operator,  but  is  something  a  manufacturer 
might  think  a  restaurant  operator  needs. 
Therefore,  it  becomes  important  that  the 
wishes  of  a  restaurant  operator  be  made 
known  to  a  manufacturer. 

As  a  single  operator,  I  could  not  get  a 
manufacturer  to  develop  a  piece  of  equip- 
ment needed  in  my  restaurant,  but  if  several 
thousand  restaurants  all  say  they  need  it,  the 
manufacturer  will  probably  make  it.  Natu- 
rally, a  manufacturer  is  not  inclined  to 
change  equipment  unless  he  is  reasonably 
certain  there  is  a  market  for  his  product. 

Figures  developed  by  the  Association 
make  it  possible  for  a  manufacturer  to 
analyze  his  potential  market  and  set  up 
production  accordingly.  For  example,  per- 
haps 100,000  restaurants  would  be  potential 
customers  for  dishwashing  machines.  On 
the  other  hand,  there  are  300,000  establish- 
ments which  are  potential  customers  for 
cups,  saucers,  toasters,  silverware,  etc. 
Information     of     this     type    is     valuable    to 


manufacturers  and  results  in  improved 
equipment  for  the  industry  and  better  serv- 
ice for  the  public. 

Business  Research 

As  a  businessman  who  wishes  to  succeed, 
I  am  naturally  curious  about  how  I  compare 
with  other  restauranteurs.  If  there  are  new 
trends  in  the  restaurant  business,  I  would 
like  to  know  about  them  in  the  early  stages. 
If  other  industries  are  finding  solutions  to 
such  problems  as  labor  turnover ,  increased 
operating  costs,  and  personnel  training 
methods,  I  would  like  these  answers .  Again, 
big  organizations  can  develop  this  data  for 
their  own  exclusive  use.  Through  coopera- 
tion with  trade  associations  and  universities 
I,  too,  can  get  similar  information  for  my 
own  use. 

To  me,  it  is  interesting  to  find  out  that 
restaurants  with  good  training  programs 
are  successful.  But,  again,  how  do. I  keep 
my  employees  informed  or  trained  unless 
I  have  available  the  necessary  tools  !  For- 
tunately, the  National  Restaurant  Associa- 
tion anticipated  this  need  and  prepared  a 
series  of  booklets  on  employee  relations. 
These  booklets  are  small,  compact,  easily 
read  and  cover  the  following  topics: 

a.  A  Restaurant  Manager  Rediscovers 
the  Importance  of  People; 

b.  Leadership  with  Supervision  for  Res- 
taurant Efficiency; 

c.  How  to  Put  Your  Ideas  Across  to 
Restaurant  Workers; 

d.  Building  Morale  in  Group  Meetings 
with  Restaurant  Workers; 

e.  Improving  Restaurant  Operation  with 
the  Circulation  of  Ideas; 

f.  Cashing  In  with  Employee  Know-How 
to  Improve  Restaurant  Efficiency; 

g.  How  to  Get  Restaurant  Employees  to 
Work  With,  Not  Against  You; 

h.  Building  Respect  and  Loyalties  in 
Modern  Restaurant  Organization; 

i.  Developing  Group  and  Individual  Team 
Spirit  in  Your  Restaurant; 

j.  Personnel  Policies  and  Practice  Pay 
Off  with  the  Restaurant  Customer; 

k.  Personnel—The  Key  to  Success  in 
Every  Phase  of  Restaurant  Operation; 

1.  The  Need  for  Constant  Follow-up  in 
Successful  Restaurant  Supervision. 

New  Products 

One  problem  confronting  me  in  the  opera- 
tion of  my  restaurant  is  the  question  of 
pleasing  the  customer  with  new  menu  items 
or  new  methods  of  serving.  The  restaurant 
patron  is  anxious  to  try  some  new  dish  (and 
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many  items  now  enjoyed  in  the  home  were 
first  sampled  in  some  favorite  eating  place). 
Characteristically,  restaurant  men  and 
women  throughout  the  country  are  glad  to 
share  their  ideas.  A  recent  menu  contest 
resulted  in  the  preparation  of  a  book  con- 
taining 110  new  sandwich  ideas.  As  this 
was  a  cooperative  venture,  all  restaurants 
shared  in  the  exchange  of  sandwich  sugges- 
tions and  41  won  prizes  in  a  national  contest. 
What  we  need  in  the  restaurant  business 
is  more  cooperative  studies  and  business 
information  to  help  us  plan  for  the  future. 
These  sources  of  additional  information  can 
be  augmented  by  closer  liaison  with  our 
trade  associations,  colleges' and  universi- 
ties, and  government  agencies,  in  order  to 
expand  the  usefulness  of  existing  informa- 
tion and  to  create  new  sources  of  material. 


♦Association  Case  History: 


Curt  Kornblau, 
Director  of 
'      Research 

Super  Market 
Institute 

Chicago,  Illi- 
nois 

A  good  trade  association  can  be  among 
the  most  significant  sources  of  practical 
operating  information  and  management  tools 
for  the  small  business  man  and,  indeed,  for 
businessmen  of  all  sizes. 

As  we  consider  the  scope  and  types  of 
services  available  through  a  trade  associa- 
tion, the  experience  of  Super  Market  Insti- 
tute may  be  of  interest. 

In  the  past  two  decades  the  Super  Market 
has  not  only  become  firmly  established  as 
the  dominant  factor  in  retail  food  distribu- 
tion (the  biggest  industry  in  the  nation),  but 
its  merchandising  methods  are  having  a 
profound  influence  on  many  other  lines  of 
retailing  as  well. 

Super  Market  Institute  currently  repre- 
sents 756  companies,  operating  a  total  of 
7,758  stores  with  a  combined  sales  volume 
of  $9,132,000,000  in  1956.  To  be  eligible 
for  membership,  a  company  must  operate 
at  least  one  super  market  (defined  as  a 
complete  food  store  with  at  least  the  grocery 
department  fully  self-service  and  a  mini- 
mum sales  volume  of  $1,000,000  a  year). 

Over  the  years,  the  services  of  Super 
Market  Institute  have  grown  in  number  and 
in  scope,  along  with  the  growth  and  maturing 
of  the  industry. 

Below  is  a  brief  listing  of  the  services 
provided  by  SMI,  to  carry  out  its  concept  of 
"the  university  of  food  retailing"  dedicated 
to    the    goal    of   bringing    "more    for    all"  to 


everyone  concerned  with  food  distribution- - 
from  the  producer  to  the  consumer.  While 
the  services  vary  in  approach  and  content, 
they  all  have  in  common  the  aim  of  improv- 
ing productivity  and  operating  efficiency. 

I.     MEETINGS 

1.  Annual  Convention.  This  meeting 
brings  together  thousands  of  Super  Market 
operators,  manufacturers  and  others  con- 
cerned with  efficient  food  distribution. 
Practical  business  programs  feature  "how 
to  do  it"  speeches  by  industry  experts,  new 
research  reports,  and  informative  panel 
discussions,  with  special  emphasis  on  new 
and  improved  techniques  of  merchandising 
and  advertising,  personnel  managements, 
store  operations,  etc.  In  addition,  delegates 
have  the  opportunity  to  study  the  greatest 
food  trade  "show"  of  Super  Market  prod- 
ucts, equipment  and  services. 

2.  Mid-Year  Conference.  Presentations 
by  outstanding  experts  in  such  areas  as 
marketing  and  economics,  financing,  execu- 
tive development,  consumer  motivation, 
labor  and  human  relations,  store  location, 
etc.,  as  a  guide  to  top  management. 

3.  Regional  Managers  Meetings.  A  spring 
and  fall  meeting  at  the  store  operations 
level  in  each  of  four  geographical  regions 
where  SMI  "brings  the  meeting  to  the 
operator".  These  meetings  are  attended  by 
Super  Market  managers  and  specialists,  by 
owners  among  the  "smaller"  members,  by 
supervisors  among  the  "larger"  members. 
The  Regional  Meetings  are  made  up  of 
practical  2-day  sessions  consisting  of 
speeches,  demonstrations  and  ample  dis- 
cussions to  bring  out  take-home  ideas  for 
better  store  management. 

4.  Executive  Development  Seminars. 
Five-day  intensive  seminars  on  "getting 
work  done  through  people".  Designed  pri- 
marily for  middle  management  executives, 
the  seminars  are  also  attended  by  owners 
and  other  general  management  personnel 
among  the  "smaller"  members. 

These  meetings  draw  on  the  best  avail- 
able information  and  resources  wherever 
they  may  be  found--among  members,  SMI 
staff,  manufacturers,  universities,  pub- 
lishers, other  trade  associations,  govern- 
ment, advertising  agencies,  management 
consultants,  etc. 

Great  emphasis  is  placed  on  the  tech- 
niques of  presentation,  utilizing  such  meth- 
ods and  devices  as  slides,  movies,  closed 
circuit  TV,  demonstrations  ,  dramatic  skits  , 
and  panel  discussions.  Audience  participa- 
tion  is    encouraged   wherever   possible    and 
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stimulated  by  professional  discussion  lead- 
ers. 

Following  each  convention  and  mid-year 
conference,  proceedings  are  published  for 
further  study  and  permanent  reference. 

II.  OPERATING  SERVICES 

1.  Advertising  Service.  A  periodic  mat 
service,  including  illustrations,  heading 
copy  and  suggested  page  layouts. 

2.  Handbooks.  Practical,  informative 
booklets  on  better  store  operations,  organ- 
ized and  edited  from  the  reports  of  industry 
experts,  on  such  subjects  as  meat  and 
produce  operation,  grocery  space  alloca- 
tion, pilferage  control  and  getting  full  value 
from  the  labor  dollar. 

3.  Meat  Wrapping  Study.  The  findings  of 
a  study  conducted  by  a  leading  packaging 
engineering  firm  retained  by  Super  Market 
Institute  to  determine  the  relative  efficiency 
of  different  methods  of  wrapping  self-serv- 
ice meat  packages. 

4.  Index  of  Super  Market  Articles.  A 
selective,  annotated,  classified  bibliography 
of  the  best  articles  published  in  the  trade 
press. 

5.  Monthly  Plentiful  Foods  Bulletin. 
Market  information  on  foods  in  plentiful 
supply. 

III.  MANAGEMENT  SERVICES 

1.  Annual  Research  Reports.  "The  Super 
Market  Industry  Speaks  --recognized  as 
the  most  authoritative  report  on  facts  and 
trends  in  the  super  market  industry—pre- 
sents a  wealth  of  reliable  and  useful  infor- 
mation. Here  are  figures  on  operating 
results,  expansion,  store  hours,  merchan- 
dise lines,  advertising,  personnel  and  many 
other  subjects. 

2.  Figures  Exchange.  The  super  market 
industry  s  first  workable  plan  providing  for 
uniform  reporting  of  vital  operating  and 
merchandising  figures  on  a  comparable 
basis--a  service  that  has  paved  the  way  to 
greater  operating  efficiency.  Quarterly  re- 
ports to  participating  members  give  indus- 
try averages  of  sales,  gross  and  net  profit, 
expenses,  labor  control  and  other  important 
figures. 

3.  Special  Studies.  Research  studies  on 
subjects  of  current  interest,  such  as  a 
recent  survey  of  depreciation  rates,  meth- 
ods and  requirements  in  the  super  market 
industry. 

4.  Individual  Information  Service.  The 
food   distribution    industry's  most  complete 


reference  library  is  maintained  at  SMI 
headquarters--at  the  service  of  all  who 
request  information. 

5.  General  Management  Division.  A  spe- 
cial division,  designed  to  deal  with  such 
specialized  problems  of  general  manage- 
ment as  organization,  real  estate  manage- 
ment, fiscal  policies,  public  relations,  etc. 
This  division  utilizes  seminars  and  work 
group  meetings,  top  flight  consultants,  or- 
ganized group  discussion,  and  research 
studies. 

IV.  TRAINING  AIDS 

1.  Store  Managers'  Guides.  A  continuing 
series  (monthly)  of  easy-to-read  guides  to 
the  best  known  principles  of  store  opera- 
tions and  personnel  management,  aimed  at 
helping  store  managers  deal  with  a  variety 
of  problems. 

2.  Training  Films.  Effective  audio-visual 
training  aids  prepared  especially  for  super 
market  operations. 

V.  EMPLOYEE  AND  PUBLIC  RELATIONS 

1 .  Values  Added  by  Distribution  Cam- 
paign. An  action  kit  for  the  use  of  members, 
including  ads,  publicity  releases,  etc.,  to 
tell  the  story  of  how  food  on  the  farm 
becomes  food  on  the  table. 

2.  Employee  Indoctrination  Folder.  A 
colorful,  illustrated  folder  for  new  and 
prospective  employees,  "Welcome  to  the 
World's  Most  Vital  and  Exciting  Business". 

3.  "Checker  of  the  Year".  A  series  of 
contests,  with  customer  and  employee  par- 
ticipation, to  select  the  most  ideal  checker 
within  each  member  company;  finalists  from 
each  of  1  0  regions;  and  the  "Checker  of  the 
Year"  crowned  at  the  SMI  Annual  Conven- 
tion. Major  benefits  to  the  individual  com- 
panies and  the  entire  industry  include  the 
development  of  better  checkers,  emphasiz- 
ing of  super  market  service  and  glamorizing 
of  super  market  employment  to  the  general 
public  and  prospective  new  employees. 

4.  Business-Education  Day.  A  guide  for 
conducting  a  successful  B-E  Day  Program. 

All  these  services  have  been  designedfor 
direct  use  by  individual  members  at  the 
local  level.  In  each  instance  the  members 
are  provided  with  practical  tools  and  de- 
tailed specific  suggestions  on  how  to  use 
them. 

On  occasions,  SMI  has  initiated  a  coop- 
erative research  project  by  pointing  out  to 
interested  parties  areas  which  justify  study. 

We  believe  strongly  that  the  future  great 
gains  of  the  super  market  industry  will 
come    through    research  —  the    developing  of 
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new,  original  and  improved  methods  and 
techniques.  We  believe  further  that  many 
problems  can  be  solved  only  through  co- 
operative effort  between  super  market  op- 
erators and  their  suppliers. 

Some  of  the  SMI  services  are  restricted 
to  members,  but  many  services  are  avail- 
able to  non-members  as  well- -to  other 
segments  of  the  food  industry,  universities  , 
associations,  Government  and  the  general 
public.  This  includes  particularly  the  annual 
convention,  research  reports,  a  number  of 
other  publications  and  the  individual  infor- 
mation service.  In  addition,  copies  of  re- 
search reports  and  proceedings  of  meetings 
are  donated,  as  a  public  service,  to  public 
and  university  libraries.  Furthermore,  ac- 
tivities and  reports  of  Super  Market  Insti- 
tute reach  an  even  wider  audience  through 
mention  in  the  business ,  trade,  professional 
and  general  press. 

♦Manufacturer 

Case  History:    Edward  C.  Tudor, 
President 
Industrial  Development 
Engineering  Associ- 
ates, Inc. 
Indianapolis,  Indiana 

The  advantages  of  trade  associations  to 
small  business  are  many,  and  many  his- 
tories could  be  cited.  The  outstanding  ex- 
ample in  our  own  company  covers  a  period 
of  several  years  and  involves  a  form  of 
management  education. 

This  story  began  shortly  after  our  firm 
switched  from  consulting  engineering  to 
manufacturing  and  was  enjoying  a  small 
degree  of  success.  The  four  principal  man- 
agement personnel  in  the  firm  were  engi- 
neers by  education,  training  and  experience. 
They  hadn't  one  iota  of  formal  or  informal 
business  training  and  no  commercial  ex- 
perience of  any  consequence. 

About  this  time  the  company  became  a 
member  of  what  was  then  the  Radio- Tele- 
vision Manufacturers  Association  (now 
Electronic  Industries  Association),  and,  in 
the     normal     course    of    the    Association's 


activities,  our  firm  was  invited  to  send 
a  representative  to  the  monthly  Credit 
Committee  meetings.  Not  knowing  what  to 
expect,  both  the  writer  and  our  Sales  Man- 
ager attended  the  next  meeting.  Our  reaction 
to  that  meeting  was  so  enthusiastic  that 
neither  of  us  missed  a  monthly  meeting  for 
the  next  three  years. 

In  the  association's  Credit  Committee 
meetings,  the  entire  panorama  of  the  elec- 
tronics industry  is  continuously  unfolded. 
A  member  can  become  acquainted  with  his 
customers,  component  manufacturers,  and 
equipment  makers;  also  with  the  sundry 
suppliers  of  services,  money  and  talent.  It 
soon  became  apparent  that  if  we  attended 
enough  Credit  Committee  meetings  we  would 
eventually  hear  every  aspect  of  the  elec- 
tronic industry  discussed  either  formally 
or  informally. 

To  our  group  of  exclusively  engineering 
executives  this  trade  association  activity 
was  like  finding  an  oasis  in  the  desert.  It 
combined  industry  history  with  elementary 
finance.  It  provided  credit  control  data  along 
with  a  new  view  of  the  electronic  market. 
We  could  appraise  the  competition  while 
becoming  acquainted  with  our  creditors, 
and,  most  important,  the  meetings  provided 
a  perspective  of  our  vast  industry.  All  of 
these  things  were  available  as  a  part  of  our 
Association  dues  and  required  only  the 
expenditure  of  the  time  and  money  involved 
in  attending  the  meetings. 

Immediately  after  this  introduction  to  the 
Credit  Committee  work,  our  company  en- 
tered into  a  period  of  rapid  expansion  that 
brought  with  it  the  usual  problems  confront- 
ing the  small  firm  that  becomes  bigger  in 
a  hurry.  Certainly,  the  negotiation  of  this 
period  would  have  been  more  difficult  with- 
out the  business  education  provided  by  the 
Credit  Committee. 

The  writer  feels  that  generally  the  great- 
est trade  association  benefits  accrue  to 
small  business.  Certainly  this  is  true  in 
our  case.  The  small  manufacturer,  more 
than  the  large  company  should  look  to  his 
trade  association  for  information  and  serv- 
ices which  he  could  not  otherwise  afford. 
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HOW  LOCAL  BUSINESS  ASSOCIATIONS  CAN  HELP  SMALL  BUSINESS 

WITH  MARKET  RESEARCH 

John  D.  Yeck,  Partner 
Yeck  and  Yeck  Advertising  Agency 
Dayton,  Ohio 


There  are  "modern  miracle  drugs"  in 
market  research.  Valuable  statistics  have 
been  gathered  on  a  national  scale.  We  have 
more  raw  material  for  market  studies  than 
ever  before.  But  too  few  of  us,  particularly 
in  small  business,  are  "doctors".  We  know 
the  medicine  is  there.  We  know  it's  good. 
We've  heard  of  some  miraculous  "cures" 
from  it.  But  we  don't  always  know  how  to 
use  it,  and  we  feel  a  great  danger  that,  if 
we  use  it  wrong,  we'll  get  to  bury  our 
business  mistakes. 

Now  I'd  like  to  suggest  that  in  the  case 
of  market  research  and  small  business 
your  Chamber  of  Commerce  or  other  local 
business  association  can  be  the  "doctor". 
That  is,  your  association  can,  and  in  many 
cities  has,  helped  local  business  men  get 
market  information  and  interpret  it  so  that 
it  means  something  at  the  local  business 
level. 

I'm  going  to  tell  you  specifically  what  the 
Dayton,  Ohio,  Chamber  of  Commerce  does 
for  its  members.  Some  chambers  do  more; 
some  less.  In  Dayton,  the  Market  Research 
department  has  developed,  over  the  years, 
to  meet  the  needs  of  Dayton's  small  busi- 
ness. I  think  that's  the  way  most  business 
association  services  grow--to  meet  de- 
mands. 

Generally  speaking,  the  Dayton  Chamber 
serves  primarily  small  business  men  who 
sell  in  the  local  or  regional  trade  area. 
While  it  also  frequently  helps  small  manu- 
facturers who  sell  nationally,  that's  usually 
special  help  and  it  would  be  difficult  to  pick 
typical  examples.  But  there  is  a  well-defined 
pattern  of  help  for  local  and  regional  busi- 
ness .  .  .  and  I'd  like  to  give  you  some 
f'r  instances:  first  of  all,  the  Chamber 
gathers  local  and  trade  area  statistics  like 
those  developed  nationally  by  Government 
and  national  associations.  It  gathers  figures 
on  anticipated  employment  in  the  area  which 
would  be  out-of-date  before  they  could  be 
tabulated  on  a  national  scale. 

Naturally,  we  extract  from  nationwide 
statistics  those  which  apply  to  the  Dayton 
trade  area  and  reproduce  them  in  a  form 
more  useful  to  local  business. 

You  know  the  Sales  Management  Index  of 
Buying  Power.  With  it,  if  you  are  a  trained 
market  research  person,  you  can  tell  where, 
in  your  territory,  your  sales  should  come 
from   on  the   basis  of  population  and  buying 


power.  But  if  you're  only  fair  with  frac- 
tions and  even  duller  with  decimals  ,  you  may 
try  to  divide  0.00053  into  0.6  and  give  it  up 
as  a  bad  job.  So  the  Dayton  Chamber  recently 
published  and  distributed  a  1957  Distribu- 
tors Market  Guide  for  our  1  3-county  trading 
area,  to  help  small  business  determine  its 
sales  potential,  establish  sales  quotas, 
analyze  sales  results,  evaluate  dealer  per- 
formance and  select  new  dealers.  This  is  a 
local  Index  of  Buying  Power.  It  considers 
this  13-county  area  as  100%  of  the  market 
and  converts  the  national  Index  into  figures 
usable  by  people  selling  this  market. 

Now,  if  that  particular  1 3-county  break- 
down doesn't  fit  the  needs  of  a  Chamber 
member,  the  Market  Research  Service 
makes  a  special  breakdown.  Here,  for  ex- 
ample, is  a  1  5-county  breakdown  including 
one  county  in  Indiana  for  the  Flack  Equip- 
ment Co.,  a  distributor  of  builders'  equip- 
ment. 

Now  let  us  discuss  population.  All  statis- 
tics tend  to  deteriorate,  but  population 
figures  melt.  We  get  30  to  40  calls  a  week 
asking  for  the  latest  population  figures  for  a 
section  of  the  Dayton  area  or  for  some  other 
area  nationally.  So  we  regularly  make  and 
publish  population  estimates  for  all  of  the 
townships  and  incorporated  villages  in  Mont- 
gomery County. 

What's  happened  in  your  town  since  the 
1950  federal  census?  Well,  the  same  thing's 
happened  in  the  Dayton  area.  It's  grown 
about  30%.  That  one  figure  is  enough  for 
someone  who  is  selling  nationwide,  but 
within  the  Dayton  area,  you  need  a  finer 
breakdown.  You  know  why.  One  of  our 
townships  has  lost  2%,  another  has  gained 
309%.  A  city  of  almost  50,000  exists  just 
south  of  Dayton  now.  The  1950  census  shows 
no  city  at  all,  and  a  population  of  22,00  0. 
We   project  population  on  figures,  too. 

Those  examples  show  what's  done  to 
anticipate  the  general  needs  of  small  busi- 
ness. We  know  those  figures  will  be  wanted 
and  used. 

How  about  the  fellow  whose  business  is 
different,  or  who  needs  special  help.  The 
Dayton  Chamber  is  ready  for  him,  too. 

Not  long  ago,  a  retail  show  dealer  dropped 
in.  He  wanted  to  expand  into  a  neighborhood 
shopping  center  and  couldn't  choose  between 
two  or  three.  Could  we  help?  Our  Market 
Research      secretary      made      rough    basic 
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studies  for  him  of  each  of  the  areas....  took 
a  two-mile  radius,  figured  the  population, 
the  number  of  families,  the  family  income 
and  the  area  growth  since  1950.  We  finally 
showed  him  the  area  covered  in  the  study 
on  a  city  street  map  and  gave  him  basis 
figures  on  which  to  base  his  judgement. 

Damon  Runyon  once  said,  "The  race  is 
not  always  to  the  Swift,  nor  the  battle  to  the 
strong,  but  that  is  the  way  to  bet."  ...  if 
facts  will  help  a  member  pick  the  winning 
location,  we'll  dig  up  the  facts. 

Recently  one  of  our  retail  stores  con- 
sidered expanding  into  a  nearby  county- - 
with  two  cities  about  the  same  size.  Same 
dilemma;  different  scale.  The  department, 
using  the  same  national  figures  that  we 
talked  about  previously,  developed  a  one- 
page  profile  of  the  markets  and  submitted 
them  to  the  Chamber  member. 

Now,  you  know,  most  small  businessmen 
fly  by  the  seat  of  their  pants.  For  them 
the  first  pill  of  research,  like  the  first 
olive  from  a  bottle,  comes  hard.  So  the 
Chamber's  Market  Research  Department 
helps  educate  small  business  men  to  use 
market  research  techniques  by  making  it 
easy  for  them. 

For  instance,  if  you  know  how  to  dig  into 
a  Bureau  of  the  Census  report,  you  can  dis- 
cover the  population,  number  of  families, 
number  of  households  and  medium  income 
for  each  census  tract  in  your  metropolitan 
area.  But  a  beginner  will  get  calluses  on 
his  ear  lobes  before  he  extracts  this  infor- 
mation. 

When  the  1950  population  studies  came 
out,  the  Market  Research  Department 
plucked  the  information  pertinent  to  our 
area  from  the  reports  and  compiled  it  in  one 
document;  they  made  it  graphic  by  showing 
it  in  an  outline  map  of  the  area;  finally,  they 
published  a  map  which  quickly  showed  the 
general  income  averages  of  the  various 
sections  of  the  metropolitan  area.  These 
analyses  are  very  easy  for  the  small  busi- 
ness man  to  understand  and  use.  They 
initiate  him  in  the  use  of  Market  Research 
figures. 

The  Department  also  develops  special, 
specific  selling  tools  for  small  business. 
Not  long  ago  we  helped  a  new  radio  station 
with  a  study  showing  the  number  and  types 
of  retail  outlets  and  the  pattern  of  employ- 
ment in  the  area  covered  by  the  station.  The 
station's  national  representatives  used  this 
to  solicit  advertising.  To  obtain  the  statis- 
tics on  its  own  would  have  meant  the  loss 
of  time,  money  and  trouble  for  the  station's 


management,  but  a  phone  call  to  the  Cham- 
ber did  the  trick. 

The  Dayton  Chamber  also  helps  members 
feel  the  pulse  of  Dayton  business  so  they 
know  whether  their  gains  or  losses  are 
part  of  the  current  trends  in  the  community 
or  something  special. 

A  simple  example  is  a  five -column  analy- 
sis of  local  business  sent  to  retail  mer- 
chants early  this  year.  It  lists  nine  cate- 
gories of  business,  such  as  Food;  Apparel; 
Drugs,  etc.  It  shows  total  sales  and  the  per 
cent  of  gain  in  the  metropolitan  area  in  each 
category  for  1955  and  1956. 

But  the  clever  thing  was  the  addition  of 
two  extra,  blank  columns,  headed  "Your-% 
of  the  Total,  1955"  and  "Your-%  of  the 
Total,  1956". 

For  the  past  12  years,  the  Chamber  has 
published  a  monthly  index  of  local  business. 
It's  called  "Dayton  Business  at  a  Glance". 
Monthly  Payrolls,  Employment,  Sales  Tax 
Receipts,  Building  Permits,  Bank  Debits, 
Clearings,  Postal  Receipts,  Carloadings, 
Express  Shipments,  Gas  Customers,  Elec- 
tric Customers,  Air  Express  and  Power 
Sales  are  all  compared  with  figures  of  the 
previous  month  of  the  same  month  the  pre- 
vious year,  and  those  of  the  two  previous 
years  to  date.  This  is  sent  to  all  members 
in  tabulated  and  chart  form  along  with  a  one - 
page  synopsis  of  the  figures  themselves. 

Finally,  Chamber  of  Commerce  offices 
collect  all  kinds  of  information  about  na- 
tional sources  of  market  research  figures 
and  a  library  of  statistics. 

Since  market  research  is  not  one  of  the 
areas  where  two  poor  men  equal  one  good 
man,  we  have  a  skilled  market  research 
man  on  our  staff  to  help  the  small  business 
man  find  the  figures  he  needs,  interpret 
them  or  extract  those  for  the  local  com- 
munity. This  service  is  available  to  any 
member  of  the  Chamber  for  the  asking.  And 
as  you  might  imagine,  there  is  quite  abit  of 
asking. 

Your  Chamber  of  Commerce  may  have  a 
market  research  department  much  larger 
and  more  complete  than  Dayton's.  It  may 
have  none  at  all.  If  it  has  none,  and  you  as 
a  small  business  man  need  help  in  market 
research  in  your  local  or  regional  area,  I'd 
suggest  that  you  go  around  and  have  a  talk. 
Your  Chamber  of  Commerce  is  the  logical 
place  for  consolidated  local  market  re- 
search. The  sooner  yours  starts,  the 
quicker  their  research  library  will  grow, 
the  more  local  help  you'll  get  in  market 
research. 
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Retailer 

Case  History: 


Fred  A.  Moser,  General 

Manager 
Davis  Department  Store 
Winston-Salem,  North 

Carolina 


The  Winston-Salem  Chamber  of  Com- 
merce and  the  Winston-Salem  Retail  Mer- 
chants Association  in  1955  jointly  sponsored 
a  Trade  Area  Survey  for  the  benefit  of 
Winston-Salem,  North  Carolina,  businesses. 

The  professional  assistance  of  the  Survey 
Operations  Unit  of  the  University  of  North 
Carolina  Institute  of  Statistics  was  employed 
to  conduct  the  survey  to  find  the  answers  to 
these  questions: 

1.  Why  people  shop  in  Winston-Salem, 
and 

2.  Why  people  do  not  shop  in  Winston- 
Salem. 

Prior  to  beginning  the  survey,  the  Re- 
search Committee,  using  Reilly's  Law  of 
Retail  Gravitation,  defined  the  trading  area 
as  a  16-county  area  in  Northwest  North 
Carolina  with  a  population  of  657, 2Z1. 

A  stratified  random  sample  method  was 
used,  in  which  581  households  were  inter- 
viewed. Results  were  compiled  in  a  20-page 
report  which  went  to  each  member  of  the 
two  sponsoring  organizations. 

I  will  present  a  few  of  the  findings  of  the 
survey  and  point  to  some  of  its  benefits 
from   the    standpoint   of   a    retail   merchant. 

In  answer  to  the  major  question,  why 
people  do  or  do  not  shop  in  Winston-Salem, 
many  factors  were  found  pertinent  through 
the  survey.  Factors  influencing  people  to 
shop  in  Winston-Salem  included  such  things 
as  variety  of  merchandise,  appearance  of 
stores,  and  quality  and  prices  of  mer- 
chandise. Several  factors,  such  as  parking, 
traffic,  credit  and  store  hours  were  pointed 
out  as  "apparently  not  favorable  enough  to 
cause  people  to  shop  in  Winston-Salem  in 
preference  to  another  town  or  city." 

The  setting  of  boundaries  to  the  trade  area 
by  the  research  group,  and  the  fixing  of 
these  boundaries  more  firmly  from  the  re- 
sults of  the  survey,  aided  small  retailers 
like  me  greatly  in  planning  advertising. 

In  brief ,  we  found  out  from  this  study  where 
to  aim  our  advertising  dollar  to  bring  the 
greatest  returns. 

The  advertising  angle  is  merely  one  of 
many  specific  examples  of  how  we  were 
better  able  to  promote  sales  after  the  sur- 
vey was  made. 

To   determine    the    answer    to   why  people 


do  or  do  not  shop  in  Winston-Salem,  the 
survey  helped  small  businesses  individually 
and  collectively  work  toward  abolishing 
factors  which  might  tend  to  keep  buyers  out 
of  our  city,  and  to  strengthen  the  factors 
which  were  already  favorable  to  Winston- 
Salem   as  a  trade  center  for  this  area. 

After  reviewing  the  compiled  results  of 
the  survey,  I  was  able  to  take  each  major 
factor   into  consideration  in  planning  sales. 

One  specific  example  of  how  the  mer- 
chants as  a  group  used  this  information: 

Traffic  and  parking  were  cited  as  factors 
not  favorable  to  the  shopper.  Accordingly, 
committees  on  traffic  and  parking  were  set 
up  by  both  organizations  and  immediately 
began  studies  how  these  conditions  might  be 
improved.  They  have  since  activated  many 
projects  to  bring  about  needed  traffic  im- 
provements. Later,  in  promotion  of  the  city 
as  a  shopping  center,  available  parking  was 
emphasized. 

Also,  the  Merchants  Association  changed 
the  name  of  its  semi-annual  sales  event  to 
"Winston-Salem  Bargain  Days  ,"  since  many 
persons  interviewed  were  not  familiar  with 
the  term,  "Greater  Winston-Salem  Days," 
or   did   not   associate    it   with  a  sales  event. 

My  store  and  those  of  many  more  mer- 
chants followed  suit  and  emphasized  avail- 
able parking  and  the  new  "Bargain  Days" 
in  our  promotion.  Each  merchant,  being  fur- 
nished a  copy  of  the  survey  report,  was  thus 
able  to  make  use  of  it  in  promoting  sales  in 
his  individual  store. 

The  wealth  of  information  obtained  in  the 
survey  has  been  invaluable  to  me  as  a  re- 
tailer. Yet,  I  could  not  possibly  have  ob- 
tained all  this  information  on  my  own.  The 
cost  of  such  a  survey  would  make  it  pro- 
hibitive for  a  firm  the  size  of  mine.  But,  at 
the  small  cost  of  membership  in  these  two 
organizations,  all  the  retailers  in  Winston- 
Salem  were  able  to  secure  the  answers  to 
questions  that  are  so  important  to  the 
successful  operation  of  a  retail  store. 

While  the  cost  prohibited  businesses  the 
size  of  mine  from  securing  this  service 
individually,  no  group  or  organization  ex- 
cept our  home  associations  would  have  been 
in  a  position  to  provide  such  a  service  at 
such  a  low  cost  to  the  individual. 

You  might  consider  this  fact  in  thinking 
about,  "What  did  this  service  do  for  the 
retailer  in  the  long  run?" 

Retail  sales  in  Winston-Salem  climbed 
from  $158,816,269.00  in  1955  to  $192,049,- 
745.00  in  1956--an  increase  of  $33,233,- 
476.00. 
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♦Retailer 
Case  History: 


Robert  J.  Fitzgibbon, 

President 
Auburndale  Lumber 

Company 
Louisville,  Kentucky 


I  operate  a  small  lumber  company  located 
in  Louisville,  Kentucky.  In  addition  to  sales 
to  the  usual  type  of  customer,  I  sell  in 
volume   to   contractors  in  my  general  area. 

Even  a  fairly  small  business  such  as 
mine  must  have  certain  types  of  business 
information  to  plan  and  analyze  sales.  It 
is  essential  that  this  information  be  local- 
ized. The  Louisville  Chamber  of  Commerce 
collects  and  makes  available  to  local  busi- 
ness men  useful  economic  and  business  in- 
formation designed  primarily  to  reflect 
conditions  in  our  area. 

The  Louisville  Chamber  of  Commerce 
provides  information  on  population,  income, 
home  valuation,  and  retail  purchases  for 
132  census  tracts  in  the  county.  This  makes 
it  possible  to  analyze  in  detail  the  sales 
potential  in  any  part  of  any  area.  I  have 
used  these  facts  to  encourage  firms  to 
locate  in  my  sales  area.  Through  use  of 
Chamber  of  Commerce  information  I  can 
point  out  their  sales  potential  at  almost  any 
point.  When  a  new  firm  locates,  I  have 
developed  a  prospective  new  customer  for 
building  materials  and  have  also  stimulated 
real  estate  activity. 

I  also  use  census  tract  information  in 
showing  contractors  why  it  is  profitable  to 
build  in  my  area  of  distribution.  Again  I 
am  creating  potential  customers. 

Business  trend  information  is  furnished 
by  the  Chamber  of  Commerce  in  its  monthly 
magazine,  Louisville.  This  information  is 
also  summarized  and  made  available  yearly 
in  a  special  release.  lama  business  man, 
not  a  forecaster,  but  the  figures  on  issued 
building  permits  and  the  index  of  construc- 
tion activity  give  me  a  basis  for  estimating 
future  building  developments.  Knowledge  of 
what  has  happened  in  past  months  helps  me 
for  future  months. 

To  aid  the  operation  of  my  business,  I 
also  rely  on  the  Kentucky  Retail  Lumber 
Dealers  Association  for  advice  on  current 
developments  in  the  lumber  field.  Informa- 
tion furnished  by  them  is  also  localized  as 
much  as  possible. 

I  am  firmly  convinced  that  small  busi- 
nesses should  rely  almost  exclusively  on 
their  Chambers  of  Commerce  or  other  local 
groups  to  assemble,  furnish  and  explain  the 
use     of     business    information.    When    this 


approach  is  used,  the  facts  reflect  local 
condition.  Other  approaches  cannot  provide 
the  local  flavor  and  are  therefore  in- 
effective. 

♦Manufacturer 

Case  History:  Henry  Roy  Chope 

Nucleonics  Corporation 
Columbus,  Ohio 

Industrial  Nucleonics  Corporation  of  Co- 
lumbus, Ohio,  started  its  business  a  little 
over  seven  years  ago.  The  products  we 
manufacture  are  electronic  devices  used  for 
automatic  process  control  in  various  in- 
dustries. AccuRay,  the  trademark  of  these 
electronic  systems,  has  received  wide  scale 
publicity.  We  also  manufacture  devices  that 
measure  and  control  automobile  tires,  plas  - 
tic   materials,   paper,    and  coated  products. 

Prior  to  forming  the  company,  my  brother, 
Bert,  another  engineer,  George  Foster,  and 
myself  were  working  in  the  electronics 
industry  in  Boston.  We  felt  that  there  was  a 
need  in  industry  for  applied  atomic  and 
electronic  techniques.  Since  our  back- 
grounds were  in  engineering,  we  were  not 
exactly  certain  how  to  go  about  filling  this 
need.  After  a  brief  marketing  analysis  which 
indicated  Columbus,  Ohio,  to  be  suitably 
located  for  the  industries  we  planned  to 
serve- -steel,  rubber,  paper,  andplastics- - 
we  visited  the  Columbus  Area  Chamber  of 
Commerce. 

The  Chamber  went  all  out  in  extending  to 
us  the  full  facilities  of  all  their  depart- 
ments. In  fact,  one  of  the  big  factors  in  our 
deciding  to  start  business  in  Columbus  was 
the  capable  and  friendly  services  extended 
to  us  by  everyone  at  the  Chamber. 

When  we  were  developing  the  AccuRay 
device  for  controlling  cigarette  manufac- 
turing, we  visited  the  Columbus  Chamber 
for  information  concerning  the  potential 
markets  in  the  tobacco  industry  in  this 
country  and  abroad.  The  fact  that  America's 
largest  producers  of  cigarettes  now  use 
AccuRay  gives  good  evidence  of  the  sound 
guidance  extended  us  by  the  Chamber. 
Later,  as  we  moved  into  the  foreign  market, 
we  became  vitally  interested  in  methods 
of  shipment  and  documentation  necessary 
for  delivery  to  such  markets  as  Canada 
and  other  foreign  countries.  This  necessi- 
tates consultation  with  the  Chamber's 
World  Trade  Department. 

We  have  now  grown  to  a  company  em- 
ploying approximately  400  people,  of  which 
150  are  engineers  and  scientists.  It  is  neces- 
sary for  a  company  of  this  size  to  depend 
upon    the    facilities    offered    by    a     service 
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organization  such  as  the  Columbus  Area 
Chamber  of  Commerce. 

On  one  occasion  the  Chamber's  Public 
Works  Department  came  to  our  rescue 
when  a  zoning  problem  arose  for  our  new 
site.  The  Chamber  intervened  successfully 
in  the  annexation  and  zoning  petitions  which 
were  decided  favorably  to  Industrial  Nucle- 
onics. 

In  addition,  the  Columbus  Chamber  per- 
suaded our  firm  to  enter  a  national  com- 
petition sponsored  by  the  Chamber  of  Com- 
merce of  the  United  States  for  an  "Ex- 
plaining Your  Business"  award.  Industrial 
Nucleonics  was  awarded  First  Place  in  the 
category  of  "between  100  and  500  em- 
ployees" for  an  effective  employee  pro- 
gram. Although  we  were  gratified  with  this 
national  recognition,  we  were  even  more 
pleased  because  the  award  helped  to  re- 
emphasize  to  our  employees  the  validity 
and  the  necessity  of  our  program. 

♦Manufacturer 
Case  History:  Herbert  D.  Berry,  Vice 
Pres.  and  Chief  Engi- 
neer 
Thomas  Smith  Company 
Worcester,  Massachusetts 

The  Thomas  Smith  Company  manufactures 
bolts,  nuts,  washers  and  stampings.  This 
company  was  founded  in  1854,  has  been  in 
continuous  operation  in  Worcester  since 
that  date,  and  now  has  seventy-five  em- 
ployees. We  qualify  as  a  smaller  company 
of  small  business. 

For  a  great  many  years  we  have  been 
receiving  constant  assistance  from  the 
Worcester  Chamber  ,of  Commerce.  This 
service  covers  the  full  range  of  service 
from  information  on  such  matters  as  wages, 
personnel  policies,  vacation  practices  and 
where  to  buy  any  materials,  to  technical 
assistance  in  the  areas  of  production,  sales 
and  transportation.  In  the  every -day  opera- 
tion of  any  business  there  are  frequent 
occasions  when  information  of  a  particular 
kind  is  needed  which  the  ordinary  small 
business  would  not  have  but  which  can  be 
obtained  readily  from  the  local  Chamber  of 
Commerce.  Most  Chambers  of  Commerce 
have  a  very  comprehensive  file  of  informa- 
tion and  data  which  are  immediately  avail- 
able to  all  industries  in  their  areas.  If  they 
do  not  have  it  on  file,  they  know  how  to  get 
the  information,  a  procedure  which  the 
ordinary  business  man  might  find  very 
difficult. 

I  should  like  to  tell  you  about  some  of 
the  technical  assistance  that  we  have  re- 
ceived   from    our    local    Chamber   of   Com- 


merce during  the  past  few  years.  Members 
of  the  staff  of  the  Worcester  Chamber  of 
Commerce  have  come  into  our  plant  and 
given  us  assistance  in  many  ways.  They 
have: 

Improved   the  layout  of  our  machines  and 

our  production  methods; 
Analyzed   our   costs    and  set  up  improved 

cost  controls; 
Analyzed    our    direct    vs.    indirect    labor 
cost    ratio    and   compared   it  with  those 
of  other  companies  in  our  field; 
Advised    us    on     reorganizing    our    man- 
agerial set  up  to  gain  improved  delega- 
tion of  authority; 
Studied   our  sales  methods  and  organiza- 
tion    and    established    new    sales     call 
schedules,  sales  procedures,  and  meth- 
ods of  compensation  for  salesmen; 
Surveyed     the     sales     potentials     of    new 
products    and    recommended  marketing 
procedures; 
Assisted   us   to  obtain  qualified  salesmen 
and  sales  agencies  throughout  the  coun- 
try; 
Kept    us    constantly    informed   on  govern- 
ment   contracts   for   the    materials  that 
we  manufacture; 
Supplied  us  with  continuous  information  as 
we   needed   it  on  transportation  classi- 
fications, routes  and  rates; 
Set    up     rate     schedules    for    us     showing 
transportation   costs    to    all   of  our  im- 
portant   shipping   points  in  the  country. 
These    schedules    are  vitally  important 
to    us    since    we   are    in   a   highly    com- 
petitive  field   and   transportation  costs 
are   an  important  factor  in  keeping  our 
delivered  prices  in  line. 
Like    most    Chambers    of  Commerce,  our 
local  Chamber  sponsors  technical  organiza- 
tions   which   do   a    great  deal  to  improve  all 
areas    of   management  techniques.  Such  or- 
ganizations    as    the    Personnel    Directors' 
Council,     the    Society    for    Advancement   of 
Management,  the  Sales  Executives'  Club  and 
the    Foreign    Trade    Council  are  assisted  in 
their   operations    by   the    Chamber   of  Com- 
merce  and   any    business    man   in   our   area 
can  participate  in  their  activities. 

Our  Chamber  of  Commerce  is  no  further 
away  than  our  telephone  and  has  available 
for  us  without  charge,  almost  any  type  of 
assistance  that  we  may  require.  It  is  on 
the  spot  and  ready  to  help  us  at  any  time. 
I  firmly  believe  that  the  unusually  good  in- 
dustrial health  and  progress  in  the  Wor- 
cester area  is,  to  a  large  degree,  due  to 
the  vital  help  which  our  Chamber  of  Com- 
merce gives  to  the  business  community. 
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HOW  TECHNICAL  MAGAZINES  HELP  SMALL  BUSINESS 

Elmer  J.  Tangerman,  Editor 
Product  Engineering 
McGraw-Hill  Publishing  Company,  Inc. 
New  York,  N.  Y. 


Technical  and  business  magazines  orig- 
inated because  their  editors  and  publishers 
recognized  a  need  for  a  means  of  com- 
munication between  men  with  similar  in- 
terests. Most  of  them  are  still  that  today. 
Some  have  editors  who  are  expert  in  their 
fields,  so  they  act  as  industry  leaders  as 
well.  Some  have  established  specialized 
services  in  economics,  statistics,  market 
conditions,  prices,  future  business,  fore- 
casting, and  like  services.  Some  merely 
provide  printing  facilities  for  papers  on 
technology  or  business.  Some  are  largely 
current  combined  catalogs.  But  all  are 
essentially  fast  methods  of  communicating 
business  or  technical  experiences  between 
people  and  companies  widely  separated 
geographically  but  united  in  interests.  They 
might  be  viewed  as  "industry  house  organs.' ' 

The  primary  service  of  all  these  mag- 
azines is  to  the  smaller  companies.  The 
larger  company  can--and  does --provide  its 
own  specialty  services  and  communications. 
But  the  smaller  company  cannot.  So  the 
magazine  provides  it- -and  adds  a  generous 
dosage  of  information  developed  by  the 
larger  companies  as  well. 

This,  last  point  is  particularly  interesting. 
Our  experience  has  been  that  the  most 
effective  technical  editorial  content  we  can 
provide  is  that  describing  new  ideas  devel- 
oped in  big  companies.  Subscribers  in  big 
companies  want  it  because  it  is  faster,  more 
objective,  and  more  certain  than  their  own 
house  organs;  those  in  small  companies 
recognize  it  as  information  they  couldn't 
afford  to  develop  themselves  unless  they 
combined  to  do  it. 

In  addition  to  providing  regular  reports, 
the  magazine  is  a  sort  of  screening  device. 
While  it  presents  all  data  of  value  to  its 
particular  reader  group,  it  winnows  out  the 
trivial,  explains  the  confusing,  supple- 
ments the  incomplete,  questions  or  cor- 
rects the  inaccurate,  discards  the  old  and 
outmoded.  It  is  a  combination  of  "bush 
telegraph",  censor,  and  clearing  house. 


That  these  services  are  appreciated  is 
shown  by  studies  which  indicate  that  four 
out  of  five  subscribers  read  every  issue, 
and  that  by  far  the  greatest  proportion  pick 
up  their  copies  to  read  a  second  and  a  third 
time.  More  than  twice  as  many  read  an 
issue  through  as  read  consumer  maga- 
zines through..  They  rate  business  maga- 
zines as  three  times  as  helpful  to  them  as 
mail,  trade  shows,  or  sales  literature  of 
any  sort,  hence  spend  one  to  two  hours 
reading  each  issue,  and  pass  copies  around 
for  as  long  as  a  year.  It  is  not  a  unique 
experience  for  coupons  offering  some  par- 
ticular booklet  or  piece  of  information  to 
be  returned  as  much  as  ten  years  after  they 
were  published. 

Individual  examples  of  usefulness  to  read- 
ers are  legion.  Wartime  provides  spectac- 
ular examples  of  magazine  assistance  to 
Government  and  industry  in  rapid  dissemi- 
nation of  vital  production  and  economic  in- 
formation, of  course,  but  let  us  consider 
here    rather  some  "little"  peacetime  ones. 

One  magazine,  for  example,  "Electron- 
ics", has  undertaken  extensive  research 
for  its  industry.  Members  of  that  staff  built 
the  first  remote  TV  tuner,  transistor  piano, 
and  civilian  radio  in  the  magacycle  range, 
reported  results --and  these  have  now  be- 
come familiar  commercial  products. 
"American  Fur  Breeder"  researched  the 
genetics  of  fur-bearing  animals;  thus 
taught  mink  farmers  how  to  direct  their 
"sports"  into  mutation  mink  instead  of 
discarding  them.  "Electrical  World"  and 
"American  Machinist"  both  have  provided 
statistical  data  for  years  that  are  the 
standard  of  their  industries.  "Engineering 
News -Record"  reports  new  projects  and 
gives  cost  and  prices.  Its  editors  also 
surveyed  Spanish  sites  and  conditions  three 
months  before  the  airbase  treaty,  so  its 
readers  could  bid.  "Engineering  &  Mining 
Journal"  provides  a  metal-price  and  avail- 
ability service  so  basic  that  public  laws 
and    taxes   are   based   upon   it.    "Oil   &    Gas 
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Journal"  provides  completion  data  on  oil 
wells  that  are  reprinted  by  the  U.  S.  Bu- 
reau of  Mines,  and  weekly  world-wide 
crude  oil  production  figures  that  are  the 
standard.  "Modern  Packaging"  literally 
built  an  industry  around  itself.  "Modern 
Plastics"  showed  the  glass -fiber  rein- 
forced polyester -plastic  industry  how  to 
convert  its  annual  4 -million -pound  military 
business  into  a  30 -million -pound  civilian 
one. 

One  phase  of  technical-magazine  activity 
that  is  frequently  not  appreciated  nor  uti- 
lized by  small  business  is  the  opportunity 
to  publicize  company  activity.  There  are, 
of  course,  the  usual  personal  and  business 
items  that  most  magazines  avidly  seek. 
But  more  importantly,  these  magazines  are 
always  on  the  lookout  for  good  "know-how" 
articles  in  their  spheres.  Such  articles 
result  in  tremendous  publicity  for  the 
source  company.  Here  are  three  recent 
examples,  all  from  just  one  technical  mag- 
azine: 

On  February  11  of  this  year,  "American 
Machinist"  published  an  exclusive  article 
on  ultrasonic  deburring.  The  subject  matter 
was  exciting  and  new.  By  April  1 ,  the  source 
company  had  received  988  inquiries --over 
half  of  them  firm  commitments.  The  com- 
pany is  working  around  the  clock  as  a 
consequence. 

Here  is  a  letter  from  W.  F.  Hamann, 
plant  superintendent  of  Kerns  Manufactur- 
ing Corp.,  Long  Island  City,  N.  Y.,  spe- 
cialist in  intricate  machining:  "You  will 
recall  that  about  a  year  and  a  half  ago, 
"American  Machinist"  published  an  article 
describing  our  operations  under  the  title 
of  "Small  Shop  Tooling  Makes  Hollow- 
Blade  Jet  Stators."  This  article  is  still 
very  well  remembered  among  product  en- 
gineers and  there  is  ample  evidence  that 
it  reached  and  affected  a  great  many  people. 
We,  for  example,  purchased  five  thousand 
reprints,  and  all  of  these  have  gone  out  in 
response  to  inquiries.  The  article  has  also 
been  instrumental  in  getting  business  for 
us  from  many  companies.  Perhaps  the 
most  spectacular  example  is  that  of  Gen- 
eral Electric.  Engineers  at  G.  E.  read  of 
the  work  we  were  doing  with  sheetmetal 
instead  of  solid  blades  for  turbines.  Their 
solid  blades  had  proved  inherently  weak; 
while  our  article  proved  our  hollow  blades, 
which  could  be  cooled,  were  practical.  As 
a  result,  General  Electric  has  given  us 
extensive  production  orders  for  three  de- 
signs   of  turbine,    and   we   are   now  working 


on  additional  models.  All  of  this,  we  feel, 
stems    back   to   the    article   you  published." 

And  another  letter  fromH.  H.  Hentrich, 
assistant  general  manager  of  Island  Ma- 
chine Company,  Inc.,  Farmingdale,  L.  I., 
N.  Y.:  "We  at  Island  Machine  Company 
would  like  to  take  this  opportunity  to  thank 
you  personally  for  the  articles  you  have, 
and  are  about  to,  publish  in  your  magazine 
regarding  our  activities.  We  are  especially 
grateful  for  this  in  view  of  the  fact  that 
we  are  a  small  business  concern  employ- 
ing approximately  125  people,  and  this 
affords  us  equal  publicity  with  larger  firms. 

"As  a  result  of  these  articles,  we  have 
derived  the  following  benefits: 

1.  Equal  publicity  with  larger  corpora- 
tions. 

2.  Giving  our  particular  service  publi- 
city that  would  cost  considerable  sums  of 
money  which  a  small  business  such  as  ours 
could  not  afford  to  expend. 

3.  Instilling  confidence  in  customers  we 
are  currently  working  for. 

4.  Results  in  inquiries  from  many  new 
potential  customers. 

5.  Offers  us  recognition  in  a  field  where 
small  companies  are  predominantly  in  the 
minority. 

"It  is  indeed  gratifying  to  find  a  company 
as  large  as  yours  doing  more  than  its  share 
to  aid  small  business..." 

The  transitor,  a  dozen  drugs,  a  hundred 
chemicals,  a  thousand  merchandising 
ideas --these  have  been  reported  with  sim- 
ilar results.  Most  of  them  are  not  yet  in 
books --for  books  take  time  to  prepare. 
Only  the  business  press  can  move  fast 
enough  to  analyze,  evaluate,  interpret  and 
report  the  pace  of  today's  scientific,  tech- 
nological  and   merchandising   development. 

These  are  but  random  examples  of  such 
services  as  providing  primary  industry 
data,  doing  original  research,  and  building 
industries  done  by  the  business  press. 
George  Westinghouse,  reading  of  the  use 
of  air  to  dig  the  Mount  Cenis  tunnel,  got 
his  idea  for  the  airbrake.  Henry  Ford, 
reading  of  the  Kane -Pennington  engine, 
adapted  those  ideas  for  his  first  automobile 
engine  in  November,  1  897.  There  are  dozens 
of  modern  inventors  and  developers  who 
testify  to  similar  ideas  utilized- -among 
them  new  blasting  powders,  drugs,  mining 
methods,  food  technology,  management 
methods,  metalcutting  processes,  and  a  host 
of  others.  A  recent  spectacular  example  is 
the  widespread  use  of  the  transistor-- 
originally    an    idea    of    Bell     Labs --and    of 
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ceramic  cutting  tools,  with  American  de- 
velopment based  on  English  and  Russian 
applications. 

Much  to  his  own  amazement,  Dr.  Hollis 
Godfrey,  president  of  the  Engineering  - 
Economics  Foundation,  discovered  25  years 
ago  that  "the  business  press  has  led  the 
production  of  wealth  in  America."  Solid 
statistics  proved  this,  and  that  wealth  of  a 
nation  is  the  direct  result  of  the  growth  of 
education.  Members  of  a  British  Produc- 
tivity Team,  a  few  years  ago,  were  also 
amazed  at  the  free  interchange  of  ideas  and 
technical  know-how  in  American  business 
magazines.  In  England,  such  information  is 
carefully  guarded  as  a  business  secret,  so 
progress  is  slower. 

Beyond  the  published  articles  of  paper, 
the  business  magazine  provides  many  other 
services.  One  of  the  more  unique  ones  is 
to  act  as  a  vehicle  of  communication  for  all 
the  other  services  available  to  small  busi- 
ness. The  magazine  carries  advertising  that 
brings  information,  of  course,  but  it  also 
describes,  lists --and  in  many  cases  offers 
to  get  for  readers  - -booklets,  books,  charts 
and  other  useful  data.  It  also  provides  a 
directory  of  representatives,  consultants, 
associations  and  societies  in  its  pages.  In 
many  cases,  it  has  been  instrumental  in 
establishing  associations  and  societies,  and 
in  carrying  the  news  of  smaller  ones  to 
their  membership.  One  technical  magazine, 
for  example,  was  instrumental  in  the  forma- 
tion of  both  the  American  Society  of  Mechan- 
ical Engineers  and  the  American  Ordnance 
Association. 

A  number  of  major  business  magazines 
sponsor  awards  to  their  industries  for 
distinguished  services.  Among  such  awards 
are  those  of  Electrical  World  for  electrical 
utilities,  Chemical  Engineering  for  achieve- 
ment, Aviation  Week  for  flying  safety,  and 
Factory  for  the  ten  best  new  plants  of  the 
year.  There  are  at  least  a  dozen  others. 

Magazines  have  also  sponsored  research, 
provided  scholarships,  and  plumped  for 
vital  legislation,  or  regulation.  "Power," 
for  example,  carried  on  the  fight  for  uni- 
form boiler  codes  in  all  states  for  some 
twenty  years,  thus  eventually  succeeded  in 
minimizing  the  once -common  hazard  of 
boiler  explosions.  "Electronics"  similarly 
pointed  out  the  dangers  of  a  hazardous  cir- 
cuit so  strongly  that  it  has  since  been 
abandoned. 

All  editors  are  familiar  with  reader  re- 
quests for  assistance.  These  include  non- 
free  information,  clippings --almost  a  spe- 
cialty consulting  service.  For  example,  one 


editor  of  a  technical  magazine  (outside  of 
the  magazine  pages)  provided  the  organizer 
of  a  one-man  machine  shop  with  a  list  of 
five  essential  machine  tools  plus  some 
accessories.  These  were  accompanied  by  a 
typical  floor -plan  sketch. 

He  also  provided  a  Japanese  and  an 
Israeli  with  explanations  of  several  proc- 
essing procedures  about  which  he  had 
written  and  which  were  unclear  to  these 
readers  because  of  their  limited  grasp  of 
English.  He  also  provided  a  similar  ex- 
planation to  an  American  who  saw  a  use 
for  the  process  in  his  plant- -if  it  could  do 
certain  things. 

He  also  solved  a  problem  for  a  Princeton, 
N.  J.  company,  a  problem  that  had  plagued 
its  shop  men  for  two  years. 

All  of  these  things  were  possible  because 
of  his  own  extensive  background  in  proc- 
essing--more  than  15  years  of  shop  and 
teaching  experience. 

This  can  be  at  best  a  hasty  review  of  a 
field  that  today  includes  some  3000  maga- 
zines. It  is  the  lowest-cost  vehicle  of 
information  for  more  than  25  million  read- 
ers in  industry  and  business.  Its  effects  are 
felt  far  beyond  our  geographical  boundaries 
and  beyond  the  limitations  of  its  pages. 
It  has  been  a  basic  motivating  force  in  the 
growth  of  business,  and  has  strongly  pointed 
out  profitable  courses  as  well  as  dangerous 
ones.  It  has  placed  itself  at  the  crossroads 
of  American  business  and  has  become  the 
essential  signpost  there. 

Manufacturer 

Case  History:  James  G.  Coakley,  Exec- 
utive Vice  President 
Washington  Forge,  Inc. 
Englishtown,  New  Jersey 

Any  attempt  to  tell  the  "growth  story"  of 
Washington  Forge  cutlery  is  like  trying  to 
explain  how  a  woman  distinguished  between 
her  set  of  identical  twins.  One  had  teeth, 
the  other  none.  So,  when  she  put  her  finger 
in  Frank's  mouth  and  he  bit  her,  it  was  Henry! 
There  is  a  certain  amount  of  similar 
frustration  to  our  efforts,  for  we  compete 
against  manufacturers  whose  advertising 
allotments  completely  dwarf  ours.  Possibly 
we  exaggerate  the  importance  of  these  vast 
sums  because  of  downright  envy,  but  the 
truth  is  we  have  to  be  very  careful  of  our 
advertising  dollars.  Our  modest  budget  must 
cover  a  multitude  of  cutlery  accomplish- 
ments, or  else ! 

As  executive  vice-president  and  general 
manager  of  Washington  Forge  cutlery,  lean 
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state  quite  frankly  that  one  of  our  basic 
policies  is  careful  analysis  and  dissemina- 
tion of  the  information  and  data  in  trade 
journals.  We  have  found  this  not  only  the 
most  practical  method  of  keeping  abreast 
of  market  conditions,  but  also  the  surest 
way  of  detecting  appreciable  changes.  This 
is  essential  to  a  business  such  as  ours, 
which  caters  to  three  distinct  markets.  For 
example,  let  us  consider  the  Premium,  or 
Incentive  field.  When  a  single  issue  of  a 
publication  (in  this  instance,  Premium 
Practice,  March  1957),  details  a  seminar 
on  Incentive  Merchandising  by  the  American 
Management  Association,  and  also  mentions, 
in  an  adjoining  article,  that  over  40  million 
families  redeemed  approximately  75% more 
trading  stamps  in  1956  than  in  the  previous 
years,  we  sit  up  and  take  notice.  This  is 
the  kind  of  information  we  can  obtain  only 
from     a    reliable    trade     reportorial    staff. 

The  same  publication  more  recently  dis- 
closed that  46.1%  of  all  premium  offers 
were  to  housewives,  and  that  second  in 
popularity  was  "General  Kitchenware". 
Such  data  is  of  incalculable  value  to  us;  it 
gives  us  the  kind  of  potent  sales  ammunition 
we  need. 

And  where  else,  except  through  the  pages 
of  an  alert  trade  publication,  could  we  learn 
that  a  survey  reported  by  a  leading  trading 
stamp  company,  towards  the  latter  part  of 
1956,  showed  the  astounding  total  of  more 
than  93  million  consumers  were  stamp 
savers,  and  that  redemption  is  highest 
among   the  $6,500-$  9,000  income  bracket? 

We  thrive  on  this  kind  of  business  diet 
at  Washington  Forge  !  What  is  more,  we 
see  to  it  that  our  sales  representatives 
also  receive  all  relevant  trade  publications. 
One  further  illustration  to  highlight  the 
value  of  these  publications.  We  were  one 
of  the  first  manufacturers  to  offer  self- 
liquidating  premiums  without  quantity  guar- 
antees or  a  minimum  purchase  order.  This 
means  absolutely  no  inventory  for  the 
organization  or  company  offering  the  cut- 
lery premium.  Handling,  tabulating,  mail- 
ing, as  well  as  all  other  statistical  and 
clerical  details  are  included  by  us  in  this 
type  of  service. 

Yet  because  of  recent  developments,  we 
are  toying  with  a  brand  new  concept  in 
self -liquidating  cutlery  premiums --one  in 
which  the  retailer  participates.  Under  such 
a  program,  the  manufacturer  would  sell  the 
premium  to  the  dealer,  through  his  regular 
jobber,  with  the  added  incentive  of  a  mark- 
up of  10%,  minimum.  Of  course,  this  type 
of  premium  promotion  does  not  supplant  our 


firmly  established,  factory-handled  self- 
liquidator  that  works  automatically  and 
without  cost  to  the  supplier.  However, 
where  box-top,  coupon,  or  other  similar 
redemption  plans  are  impractical,  dealer- 
distributed  cutlery  liquidators  could  well 
become  another  highly  profitable  venture  for 
all  concerned.  The  point  is  that  the  seed 
for  this  idea  germinated  from  a  series  of 
timely  trade  journal  articles. 

Hand-in-glove  with  our  consistent  use  of 
trade  market  data  constantly  appearing  in 
the  major  industry  publications,  is  the 
continuous  Washington  Forge  advertising 
in  these  same  journals.  One  of  the  "plus 
factors"  of  this  advertising  is  the  market 
concentration  so  vital  to  us.  In  addition  to 
keeping  our  name  before  the  trade  sources 
we  desire,  our  persistent  program  actually 
stimulates  inquiries  from  every  type  of 
potential  customer.  Emphatically,  trade 
advertising  has  paid  off  handsomely  for  us  ! 

Jascha  Heifetz,  the  famous  violinist, 
once  remarked,  "If  I  don't  practice  one 
day  I  know  it;  if  I  don't  practice  two  days 
the  critics  know  it;  and  if  I  don't  practice 
three  days  the  public  knows  it!"  To  para- 
phrase that  thought,  we  at  Washington 
Forge  vigilantly  practice  and  preach  the 
business  gospel  of  trade  publication  use- 
fulness -  -both  from  the  consultant  standpoint 
and  to  tell  our  own  story  through  advertis- 
ing. 

We  have  long  since  ceased  to  yearn 
for  an  advertising  appropriation  beyond  the 
realm  of  creditiblity,  for  the  more  practical 
and  immediate  task  of  selling  more  cutlery. 
And  by  utilizing  every  trade  aid  available 
to  us,  we  are  turning  today's  planning  into 
tomorrow's  goals. 

♦Service 

Case  History:  Heinz  H.  Loeffler,  Presi- 
dent 
Exeter  Paper  Company 
Chicago,  Illinois 

It  is  impossible  for  concerns  with  100  or 
ZOO  employees  to  have  a  substantial  re- 
search staff  to  look  into  the  myriad  prob- 
lems progressive  management  must  be 
concerned  with  today.  Market  potential, 
scientific  progress,  new  applications,  ex- 
port facilities,  motivation  studies  are  just 
a  few  of  the  phases  on  which  an  executive 
must  remain  current.  To  have  an  adequate 
staff  to  investigate  such  things  thoroughly 
is  economically  impossible.  The  Small 
Business  Administration  has  done  an  ex- 
cellent  job    in   assisting    small    business  by 
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making  available  pamphlets  on  a  great 
variety  of  subjects,  pamphlets  which  are 
not  written  in  sesquipedalian  federalese 
gobbledygook,  but  in  straight  monosyllabic 
business  language. 

However,  it  is  of  course  impossible  for 
such  a  Government  organization  to  touch 
more  than  the  periphery  of  problems  with 
which  a  particular  industry  may  be  faced. 
It  is  at  this  point  where  a  properly  edited 
trade   publication  can  be  of  invaluable  help. 

In  recent  years,  I  have  noticed  a  meta- 
morphosis in  many  of  the  trade  publica- 
tions--a  trend  away  from  excessive  em- 
phasis on  personalities  and  gossip,  in- 
numerable pictures  of  golf  outings  and 
convention  banquets  --a  trend  toward  fac- 
tual reports  on  new  methods  of  production, 
better  cost  accounting,  and  on  how  the  small 
can  emulate  the  big. 

An  example  on  how  trade  publications  can 
assist  and  stimulate  the  growth  of  small 
business  is  currently  in  evidence  in  the 
Howard  Publications,  publishers  of  Amer- 
ican Boxmaker,  American  Paper  Merchant 
and  Paper,  and  Film  and  Foil  Converter. 

Early  in  World  War  II,  tremendous  los- 
ses, due  to  improper  and  insufficient  pres- 
ervation and  packaging  made  it  necessary 
to  develop  adequate  military  packaging 
methods  and  specifications.  In  a  relatively 
short  time  adequate  materials  and  proce- 
dures were  developed  and  the  importance 
of  the  program  was  gradually  recognized. 
It  has  now  been  accepted  as  a  top  echelon 
responsibility  and  a  major  phase  of  military 
logistics  to  provide  adequate  protection 
for  military  materiel. 

Nevertheless,  a  substantial  part  of  the 
packaging  material  industry  has  had  an 
inherent  reluctance  to  expand  its  efforts 
to  obtain  a  larger  share  of  that  business-- 
particularly  on  the  distribution  level- -a 
reluctance  caused  largely  by  confusing 
directives,     losses    caused    by    incomplete 


knowledge  of  requirements  and  general 
ignorance  of  the  subject  involved. 

Having  been  an  officer  in  the  Navy 
Packaging  organization  during  the  war  and, 
since  then,  a  member  of  most  major 
committees  connected  with  military  packag- 
ing, I  have  been  in  constant  contact  with 
this  situation  and  have  given  many  talks 
on  this  subject  in  industry  meetings.  How- 
ever such  a  presentation  is  usually  a  fleet- 
ing thing,  and  it  is  impossible  to  reach 
people  regularly  enough  to  keep  them  up- 
to-date. 

To  elucidate  the  requirements,  to  clarify 
specifications,  to  explain  that  military  pack- 
aging is  not  the  mysterious  never-never- 
land  from  which  any  manufacturer  or  dis- 
tributor in  his  right  mind  should  steer 
clear,  Howard  Publications  is  currently 
running  a  series  of  articles  intended  to 
lift  this  veil  of  mystery  and  simultan- 
eously to  keep  readers  advised  of  the 
development  of  new  specifications,  methods 
and  requirements. 

Specific  trade  organizations,  including 
the  National  Flexible  Packaging  Association, 
Fiber  Can  &:  Tube  Association,  National 
Paper  Box  Manufacturers  Association, 
Folding  Box  Association  of  America,  etc., 
can- -and  many  do --keep  their  members 
posted  on  developments  in  their  own  seg- 
ment of  military  packaging.  Such  groups  as 
the  Packaging  Committee  of  National  Secu- 
rity Industrial  Association  have  for  ten 
years  been  assisting  the  Department  of 
Defense  in  many  policy  or  material  prob- 
lems requiring  the  cooperation  of  qualified 
people  in  industry.  But  to  acquaint  the 
packaging  material  industries  with  over -all 
needs  and  up-to-date  information,  several 
good  business  magazines  are  providing  an 
invaluable  service,  a  service  from  which 
both  industry  and  the  Government  will 
benefit  greatly. 


THE  ASSISTANCE  THE  BUSINESS  PRESS  PROVIDES: 
DISTRIBUTION  PUBLICATIONS 

Frank  Kiefer,  Editor 

The  Department  Store  Economist 

Philadelphia,  Pennsylvania 


Editors  and  publishers  of  the  business 
press  are  constantly  reminded  of  the  im- 
portance of  small  business  to  their  publi- 
cations   every   day.  The  majority  of  editors 


and  publishers  whom  Iknow  personally  have 
told  me  that  a  very  high  percentage  of  the 
inquiries  they  receive  from  their  readers 
comes  from  small  business  organizations. 
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I  can  assure  you  that  the  majority  of 
business  publications  serving  the  retailing 
industry  are  vitally  interested  in  small 
business,  because  it  is  the  backbone  and 
the  strength  of  industry. 

As  editor  of  a  publication  serving  the 
Department  Store  Market,  I  am  frequently 
asked  the  number  of  stores  in  our  market. 
The  average  man  expects  an  answer  any- 
where from  200  to  500  stores.  They  are 
surprised  when  I  tell  them  that  the  Depart- 
ment Store  Market  consists  not  only  of  large 
department  stores,  but  of  departmentalized 
dry  goods,  general  merchandise  stores, 
departmentalized  specialty  stores,  both  in- 
dependent and  chain.  Stores  of  this  type  that 
do  an  annual  sales  volume  of  $100,000  or 
more  make  up  the  Department  Store  Market. 
There  are  11,029  of  these  stores  today. 
Naturally,  the  majority  are  independently 
owned  and  are  small  retailers.  Of  the 
11,029  stores,  9,889  of  them  do  less  than 
$2,000,000  annually;  almost  7,000  do  less 
than  $500,000. 

The  average  small  business  man  in  the 
retailing  field  has  found  that  business  pub- 
lications serving  his  particular  market  con- 
tain a  wealth  of  research  and  statistical 
data,  surveys,  and  market  studies  for  his 
benefit. 

We  know  from  experience  that  to  hold  our 
readers  we  must  give  them  the  information 
they  require.  The  surveys  and  research 
studies  made  by  business  publications  are 
very  costly,  but  they  are  done  because  our 
mail  indicates  that  it  is  the  type  of  info rma - 
tion  desired  and  needed  by  the  independent 
business  man.  The  smaller  business  man 
would  find  the  cost  of  doing  such  studies  and 
surveys  prohibitive. 

A  major  factor  in  the  growth  of  the  busi- 
ness press  has  been  small  business.  To- 
day, there  are  2,029  business  publications 
serving  industry  with  a  total  circulation  of 
approximately  38  million.  574  of  the  2,029 
publications,  over  28  per  cent,  are  in  the 
field  of  merchandising  with  a  circulation  of 
8,639,283.  In  the  time  allotted  to  me,  I 
would  like  to  show  you  a  few  examples  of 
the  type  of  research  and  statistical  data 
made  available  by  business  publications  to 
retailers.  You  may  not  be  familiar  with 
these  particular  publications  but  I  feel  con- 
fident that  the  publications  serving  your 
market  are  giving  you  comparable  studies 
and  assistance. 

"Home  Furnishings  Daily",  published  by 
Fairchild  Publications,  is  well  known  to 
most  retailers.  This  publication  contains  a 
number     of     sections      including     furniture, 


floor  coverings,  linens  and  domestics,  china 
and  glassware,  housewares,  major  appli- 
ances and  many  other  classifications  of 
merchandise.  It  has  a  circulation  of  ap- 
proximately 40,000.  They  do  many  surveys 
and  studies  for  the  benefit  of  their  readers 
such  as  "Furniture  Fashion  Survey",  to 
show  the  changes  in  consumer  buying  habits. 
The  survey  was  of  value,  not  only  to  the 
retailer,  but  to  the  manufacturers  who  are 
producing  furniture.  The  survey  was  based 
on  interviews  obtained  by  Fairchild  cor- 
respondents with  retailers  in  105  cities 
across  the  nation.  Such  a  survey  could  have 
been  taken  by  a  large  retail  organization 
at  considerable  cost;  but  it  was  made  avail- 
able to  the  40,000  readers  of  this  publica- 
tion, large  and  small,  at  no  cost  beyond  their 
annual  subscription.  Many  other  surveys 
and  studies  appear  in  this  publication  dur- 
ing the  year  that  are  most  valuable  to  the 
retailing  market. 

"Hardware  Age",  a  Chilton  publication, 
serves  36,000  hardware  retailers,  whole- 
salers, manufacturers  and  many  others  in- 
terested in  the  hardware  business. 

As  a  service  to  its  industry,  this  publi- 
cation presented  a  series  of  research  re- 
ports on  the  size  and  character  of  the 
"Hardware  Market".  Fifteen  studies  in  all 
were  presented  on  the  classifications  of 
merchandise  sold  by  hardware  retailers, 
for  example:  housewares,  lawn  and  garden 
merchandise,  industrial  supplies. 

You  might  ask  what  value  these  studies 
were  to  the  retailer.  Let's  take  this  study 
on  lawn  and  garden  merchandise.  The  spe- 
cific objectives  were  to  determine  the  ex- 
tent to  which  certain  typical  lawn  and  garden 
items  are  sold  by  hardware  dealers,  the 
number  of  brands  of  each  item  sold,  and 
what  the  percentage  of  total  retail  hardware 
store  sales  were  in  lawn  and  garden  mer- 
chandise. 

I  am  sure  that  every  hardware  retailer 
is  interested  in  knowing  that  93  per  cent 
of  all  hardware  dealers  sell  lawn  and  garden 
merchandise,  that  this  one  classification 
accounted  for  9  per  cent  of  gross  sales 
volume  of  the  stores  selling  such  lines,  that 
the  average  gross  annual  sales  of  lawn  and 
garden  merchandise  were  $5,730.  This 
study  also  told  the  hardware  retailers  that 
stores  doing  $50,000  or  more  gross  annual 
sales  averaged  $10,450  in  lawn  and  garden 
sales,  or  8.2  per  cent  of  their  annual  sales 
volume.  These  are  but  a  few  of  the  signifi- 
cant facts  that  were  brought  out  in  this 
study.  It  is  another  example  of  how 
business     publications     endeavor     to     serve 
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the  retailers  with  research  and  sta- 
tistical   data. 

Whenever  supermarkets  are  mentioned, 
we  think  of  the  large  organizations  such  as 
A  &  P,  Safeway,  Kroger,  American  Stores, 
Food  Fair,  Grand  Union  and  many  others. 
Here's  a  survey  called  "Facts  in  Grocery 
Distribution",  published  as  a  service  to  the 
food  industry  by  Progressive  Grocer.  This 
survey  revealed  that  big  gains  were  made  by 
supermarkets,  that  supermarkets  capture  62 
per  cent  of  total  sales,  thatnon-stamp  users 
out-gain  stamp  users,  that  net  profits  lag 
behind  sales  gains,  and  that  a  major  compe- 
titive battle  was  shaping  up  in  supermarket 
ranks. 

This  study  contains  a  wealth  of  information 
of  value  to  any  merchant  in  the  grocery  field, 
to  help  him  merchandise  more  aggressively 
and  to  operate  more  profitably.  In  looking 
over  this  study,  I  see  that  supermarkets, 
although  constituting  only  9  per  cent  of  total 
stores,  did  62  per  cent  of  the  total  business. 
It  was  also  very  interesting  to  note  in  this 
survey,  that  slightly  over  50  per  cent  of 
the  supermarkets  are  independents,  with  10 
units  or  less.  Also  that,  of  the  total  sales  of 
all  food  stores,  63  per  cent  in  1956  was  done 
by  independents,  compared  to  3  7  per  cent 
done  by  chain  organizations.  This  survey  by 
Progressive  Grocer  also  told  the  independ- 
ent, as  well  as  the  chain  operator,  the 
average  weekly  sales  per  square  foot  of 
selling  area,  how  an  average  customer 
spends  her  supermarket  dollars,  sales  per 
full  time  employee  per  year,  and  a  wealth 
of  other  information. 

Haire  Publishing  Company,  publishers  of 
"Toys  and  Novelties,"  have  published  a 
market  research  report  on  Children  Popu- 
lation and  an  Analysis  of  the  Toy  Buying 
Power  of  America.  Another  of  the  Haire 
publications,  "Housewares  Review",  did  a 
study  on  how  the  merchants  of  Rutherford, 
N.  J.  decided  to  fight  the  giant  shopping 
center  competition  which  was  taking  away 
their  downtown  traffic.  This  information 
was  of  value  to  other  cities  fighting  shopping 
center  competition  and  it  told  these  in- 
terested retailers  and  Chambers  of  Com- 
merce how  Rutherford  did  it  so  they  might 
use  these  ideas  in  a  plan  of  their  own. 

I  would  like  to  show  you  several  studies 
that  have  been  conducted  by  Department 
Store  Economist  for  its  readers.  The  prob- 
lem of  discounters  and  what  to  do  about 
them  has  been  a  major  topic  of  discussion 
at  most  meetings  of  retailers.  I  doubt  if 
there  is  a  business  publication  in  the  field 
of  retailing  that  hasn't  had  several  articles 


on  this  subject.  Recently  we  did  a  survey 
with  250  department  stores  onhowthey  rate 
their  competition  and  what  they  were  doing 
to  meet  it  in  14  major  merchandise  classi- 
fications. The  stores  that  cooperated  in  this 
survey  told  us  what  was  their  most  impor- 
tant competition,  fastest  growing  competi- 
tion, and  the  primary  customer  appeal  of 
their  major  competitors. 

Another  survey  was  on  store  moderniza- 
tion. It  told  how  stores  were  modernizing 
and  their  future  plans  for  modernization. 

This  article,  "The  Department  Store 
Through  the  Customer's  Eyes",  was  based 
on  50,000  interviews  with  women  in  cities, 
towns  and  suburban  areas  across  the  coun- 
try, who  told  what  they  buy,  why  they  buy, 
and  their  general  attitude  about  department 
stores  and  competing  retailers.  The  article 
discussed  strategy  of  store  character,  com- 
mon gaps  in  merchandise,  the  importance 
to  women  shoppers  of  atmosphere,  store 
layout  and  store  personality,  and  a  wealth 
of  other  information.  In  the  discussion, 
biases  and  oversights  of  merchants  in  de- 
partment stores,  and  many  other  subjects 
were  brought  out  in  these  interviews  with 
the  women  of  America. 

Basic  stock  lists  such  as  this  one  pre- 
pared for  the  housewares  department  have 
been  made  available  by  publications  to 
readers.  These  are  but  a  few  of  the  many 
services,  surveys,  and  research  statistics 
made  by  publications  in  the  field  of  retail- 
ing, that  have  been  conducted  in  the  past 
few  years. 

May  I  say  that  if  the  business  publica- 
tions that  you  are  receiving  do  not  offer 
such  services,  take  a  look  at  some  of  the 
other  publications  in  your  field,  for  I  am 
sure  that  you  will  find  more  than  one  doing 
an  outstanding  job.  Business  publications 
are  highly  competitive.  For  any  given  clas- 
sification, you  will  find  several  competing 
against  each  other  for  the  reader's  interest. 
If  they  can't  prove  reader  interest  they  will 
have  a  difficult  job  convincing  manufac- 
turers and  their  advertising  agencies  of 
their  prestige  and  acceptance  in  the  market 
they  serve.  Furthermore,  good  business 
publications  spend  thousands  of  dollars  hav- 
ing their  own  publications  researched  by 
such  organizations  as  Readex,  National 
Analysts,  The  Survey  Research  Center  of 
the  University  of  Michigan,  Alfred  Politz, 
Inc.,  and  other  well  known  organizations. 
We  do  this  research  to  be  sure  that  we 
maintain  the  readership  and  circulation  we 
claim.  Also,  to  make  our  publications  easier 
to    read,  we  hire  organizations  to  study  our 
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editorial  material,  to  be  sure  that  it's  easy 
to  read,  interesting,  and  understandable. 

There  are  big  publications  and  there  are 
small  publications.  More  important  than  the 
size  of  the  publication  to  you  is  how  well  it 
understands  the  problems  of  your  business 
and  helps  you  to  solve  them.  Editors  travel 
thousands  of  miles  each  year  to  visit  hun- 
dreds and  hundreds  of  their  readers.  They 
are  obligated  to  attend  conventions,  meet- 
ings, seminars,  and  business  conferences 
and  to  know,  discuss,  and  help  cure  in- 
dustrial headaches.  At  these  meetings  you 
will  find  editors  talking  to  retailers,  manu- 
facturers, sales  executives,  wholesalers, 
distributors  and  sales  representatives.  A 
major  purpose  of  all  this  traveling  is  to 
help  the  editor  plan  the  articles,  surveys, 
and  research  studies  that  will  help  his  in- 
dustry. 

A  most  important  source  of  information 
and  guidance  to  editors  is  the  mail  he  re- 
ceives from  his  readers.  Ihavea  suggestion 
to  make  to  you  that  I  believe  will  help  you 
as  well  as  the  publications  that  serve  you. 
Please  write  to  the  editors  and  let  them 
know  the  problems  that  confront  you.  Don't 
assume  that  he  knows  them  or  that  some- 
body else  has  told  him.  He  may  already 
know  the  problem,  but  your  letters  carry 
a  lot  of  weight  in  helping  him  decide  the 
problems  that  are  paramount  and  which 
should  be  given  editorial  priority. 

Like  any  industry,  we  have  limited  budg- 
ets, too.  We  can't  do  everything  when  we 
would  like  to  do  it,  but  your  letters  will 
help    immeasurably  in  deciding  preference. 

In  closing,  we  know  that  business  pres- 
sures limit  the  amount  of  time  that  any 
business  man  can  spend  reading.  Neverthe- 
less, may  I  suggest  that  you  spend  more 
time  reading  the  publications  of  your  choice 
and  that  you  write  to  your  editors  more 
often,  whether  it  is  to  agree  or  disagree, 
or  to  let  him  know  the  kind  of  articles  that 
you  feel  would  be  of  value.  Believe  me, 
your  interest  will  keep  the  editor  on  his 
toes;  he  will  know  you  better  from  your 
letters  and  you  will  get  more  of  the  research 
studies  you  need  that  you  could  never  do 
alone. 

Distribution  Publications 

Case  History:    Mort  F.  Farr 
Mort  Farr 

Upper  Darby,  Pennsyl- 
vania 

When  many  small  merchants  like  myself 
started    in   business    around   thirty   or  forty 


years  ago,  we  were  something  like  the  avia  - 
tors  of  that  time --able  to  fly  by  the  seat  of 
our  pants,  and  that's  how  we  ran  our  busi- 
nesses. The  flyers  had  no  precision  control 
instruments  and  we  had  very  little  in  the 
way  of  business  statistics  to  guide  us.  We 
had  merchandise --we  had  our  store --we 
had  our  customers.  What  more  was  there  to 
trading  than  that? 

Recent  years  have  shown  us  we  were  fly- 
ing on  luck  in  those  early  days.  Fortunately, 
for  many  of  us,  we  were  right  more  often 
than  wrong.  But  sooner  or  later  we  came  to 
realize  that  the  small  business  man  had 
entered  a  period  of  growing  dependency  on 
market  knowledge- -a  period  when  he  had  to 
learn  more  about  what  people  want --and 
when- -and  why;  a  time  when  we  had  to 
understand  the  ebb  and  flow  of theeconomic 
picture  because  it  affected  our  daily  busi- 
ness. 

As  we  entered  the  middle  of  the  2  0th 
Century,  we  realized  that  small  business, 
like  big  business,  was  increasingly  affected 
by  such  influences  as  taxation,  changes  in 
the  financing  picture,  merchandising  allo- 
cations, inflation,  tight  money  and,  of 
course,  the  one  constant  all  business  must 
face- -competition.  It  was  at  this  time  that 
we  recognized  that  the  day  of  the  rugged 
individualist  was  over.  No  longer  could  we 
live   within   the   confines    of   our  four  walls. 

All  of  these  forces,  marketing  changes, 
customer  desires  and  the  economic  world 
around  us  had  to  be  faced  and  at  least 
partially  understood.  The  alternative  was 
to  feel  pushed  and  battered  by  forces  beyond 
our  control,  or  to  live  on  memories  of  the 
"good  old  days"  when  all  business  walked 
in  off  the  street;  when  there  was  plenty  for 
everybody  and  a  good  day's  work  paid  off  in 
comfortable  living. 

It  became  clear  that  the  alert  business- 
man had  to  know  what  was  going  on  locally 
and  nationally.  We  haven't  lost  our  need  for 
intuition,  but  we  have  certainly  had  to  sup- 
plement it  with  clear,  cold  facts.  It  is  our 
good  fortune  that,  with  the  developing  need 
of  market  research,  along  came  the  market 
researchers.  With  our  need  for  learning 
about  customer  behavior,  along  came  the 
motivational  analysts;  with  our  need  for 
economic  information  grew  a  vast  daily  and 
weekly  economic  literature  for  day-to-day 
guidance. 

How  do  I  use  these  things  in  my  business  ? 
First,  let  me  give  you  a  picture  of  myself- - 
Mort  Farr.  In  Philadelphia,  my  name  stands 
for  prestige  among  appliance  dealers.  Iwon 
the    National    Brand    Name  Award  in  1955.  I 
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am  located  in  Upper  Darby,  a  suburb  of 
Philadelphia,  but  draw  customers  from  all 
over  the  city.  lam  identified  through  tele- 
vision, radio,  car  cards,  billboards  and 
newspaper  advertising,  as  an  honest,  de- 
pendable dealer  who  backs  up  everything  he 
sells  with  friendly  service.  Ihave  convinced 
people  that  they  can  get  "deals"  and  bar- 
gains from  me --that  I  offer  plenty  of  value 
and  price  attraction  but  NOT  the  lowest 
prices  in  town.  My  slogan  of  "Farr  Better 
Service"  is  a  creed.  It  is  my  philosophy  of 
operation  and  it  is  a  working  program.  It  is 
this  that  gives  me  my  share  of  the  Phila- 
delphia TV -appliance  market. 

Does  all  this  come  about  accidentally 
simply  because  I  am  a  "good  guy"  and  like 
to  be  friendly  to  my  customers?  No,  my 
store's  success  is  built  on  my  ability  to 
keep  abreast  of  changes  in  my  market --to 
keep  on  knowing  what  customers  want --to 
know  always  where  I  stand  in  relation  to 
competition,  and  then  to  go  out  and  inform 
the  public  aggressively  about  the  essential 
personality  of  my  store.  None  of  what  Ihave 
done,  or  what  other  successful  business 
men  have  done  in  holding  their  own  against 
what  at  times  seems  to  be  overwhelming 
odds,  could  be  done  simply  through  intuition 
and  logic. 

For  instance,  I  need  to  know  how  many 
automatic  clothes  dryers  are  sold  nationally 
in  proportion  to  washing  machines  to  find 
out  if  I  am  selling  my  rightful  quota.  If 
nationally,  1,660,000  dryers  were  sold  to 
3,400,000  washers  (the  1956  figures)  then  I 
know  I  should  be  selling  one  dryer  for  every 
three  washers.  To  guide  me  in  this  vital 
area  I  have  the  Annual  Market  Studies 
Edition  of  "Electrical  Merchandising."  It 
is  not  merely  informative  and  interesting, 
it  is  an  invaluable  business  guidepost.  When 

I  learn  from  this  publication  that  3,800,000 
radios  were  sold  in  1956,  as  compared  to 
3,725,000  vacuum  cleaners,  I  realize  I 
should  have  a  cleaner  sale  for  every  radio 
sale.  If  my  ratio  is  off,  it's  up  to  me  to  do 
something  about  it. 

Then,  about  customers.  I  wanted  to  know 
why  customers  bought  from  me.  I  had  a 
survey  conducted  by  an  impartial  company, 
among  people  who  had  made  recent  pur- 
chases. It  gave  me  a  great  deal  of  insight 
into  buying  motivation  and  increased  my 
respect  for  all  market  surveys  and  analyses. 
From  my  survey  I  got  confirmation  of 
several  of  my  basic  beliefs.  Most  dealers 
think,  or  act  as  if  they  think,  that  people 
buy  primarily   because   of   low  price.    Only 

II  per  cent  of  my  customers  said  they  came 


to  my  store  primarily  because  of  good 
trade-ins  or  low  prices.  Many  dealers  think 
brand  names  alone  will  bring  customers. 
You  have  to  have  leading  brands,  of  course, 
but  here  again  only  11  per  cent  bought  from 
me  because  I  carried  the  brand  they  were 
seeking.  The  big  story  is --32  per  cent 
bought  because  of  previous  satisfaction;  30 
per  cent  because  I  offered  them  a  con- 
venient place  to  come  to;  and  3  out  of  5 
because  my  salesmen  were  courteous, 
pleasant  and  obliging. 

That  survey,  and  others  reported  in  the 
advertisers'  publication  "Tide",  as  wellas 
market  reports  in  such  publications  as 
"Sales  Management,"  "Electrical  Mer- 
chandising" and  "TV  Digest"  remainas  es- 
sential to  me  in  my  business  as  reports  of 
new  drugs  are  to  a  doctor.  On  a  daily  basis, 
I  always    read    "Home  Furnishings  Daily." 

The  third  essential  aspect  of  today's 
business  picture  that  the  small  business 
man  must  know  is  the  economic  aspect.  A 
million  sales  only  drives  you  out  of  busi- 
ness faster  if  they  are  made  at  a  loss.  I 
not  only  read  the  "Wall  Street  Journal" 
daily,  but  also  keep  myself  informed  through 
"Washington  Letters",  "Newsweek"  and 
specific  trade  literature,  to  keep  abreast  of 
the  money  situation.  In  this  area  I  also  have 
an  invaluable  guide  specifically- -a  publica- 
tion put  out  by  our  National  Appliance  & 
Radio  TV  Dealers  Association.  This  is  an 
annual  "Costs  of  Doing  Business  Survey", 
prepared  by  the  Association  in  cooperation 
with  consulting  economists.  When  I  learned 
from  this  Survey  that,  in  spite  of  mounting 
volume,  the  net  profit  ratio  in  my  industry 
dropped  to  1.2  per  cent  of  net  sales  in  1956 
from  3.4  per  cent  in  1955,  thus  reaching  the 
lowest  level  in  eleven  years  of  surveys,  I 
was  really  alerted  !  I  recognized  that,  along 
with  everyone  else  in  my  industry,  I've  got 
to  look  more  and  more  deeply  into  the 
marketing  picture  not  only  to  keep  a  fine 
business  going --but  to  make  a  profit  from 
it  as  well. 

One  area  in  which  our  industry  needs 
more  specific  information  faster  is  that  of 
movement  of  our  merchandise  at  the  retail 
level.  Many  times  we  have  been  plagued  by 
over-production  due  to  delay  or  lack  of 
information  about  dealers'  stocks.  We  know 
how  many  TV  or  appliances  are  produced; 
have  pretty  good  information  on  sales  to 
distributors  and  distributors'  sales  to 
dealers;  but  dealers'  sales  and  dealers' 
stock  figures  often  lag  too  long  to  be  of  use 
to  the  industry.  The  automobile  industry 
has    shown   its   ability  to  gear  production  to 
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sales  by  having  this  information  through 
car  registrations.  This  materially  helped 
them  this  year  when  sales  sagged  unex- 
pectedly. To  get  accurate  figures  rapidly  is 
an  expensive  program.  It  is  in  this  area 
that  Government  might  assist  in  order  to 
further  strengthen  the  retail  appliance 
business. 


♦Retailer 
Case  History: 


Benjamin  Kaye,  President 
Liberty  Music  Shops,  Inc. 
New  York,  N.  Y. 


Before  we  discuss  how  business  publica- 
tions aid  the  operation  of  a  record  and  music 
store  chain,  it  is  advisable  to  explain  the 
nature  of  this  business.  In  a  sense,  selling 
music  on  records  is  like  selling  bananas. 
We're  dealing  with  a  perishable  commodity. 
Like  yesterday's  newspaper,  yesterday's 
hit  song  dies  fast.  You  don't  stay  in  busi- 
ness very  long  with  shelves  full  of  dead 
merchandise.  We  have  to  know  what's  alive. 

Because  a  record  is  not  a  high-priced 
item,  we  have  to  have  big  volume.  To  get 
that  volume,  we  have  to  have  what  the  public 
wants  when  it  wants  it.  The  record  a  cus- 
tomer wants  this  week  is  not  the  record  he 
wants  next  weeK. 

The  problem  is  compounded  by  the  steady, 
almost  overwhelming  flow  of  new  mer- 
chandise by  the  manufacturer.  While  it  is 
true  that  the  heavy  percentage  of  business 
is  done  with  the  product  of  about  six  or 
seven  manufacturers,  we  cannot  overlook 
the  fact  that  there  are  literally  hundreds  of 
manufacturers  producing  phonograph  rec- 
ords. Many  of  them  produce  a  good  product. 
Many  of  them  produce  top  sellers.  Con- 
versely,    the     major     manufacturers     also 


issue   many    records    that  do  not  sell  at  all. 

How  do  we  decide  what  to  buy?  There 
are  several  factors  that  help  us.  Knowing 
our  customers  and  having  built  up  a  long 
experience  in  buying  for  them  helps  us 
somewhat.  A  further  aid  is  keeping  in  touch 
with  what  the  manufacturers  are  promoting 
heavily.  Finally,  through  business  publica- 
tions, we  study  all  the  information  we  can 
get  on  what  is  selling  in  various  parts  of 
the  country,  what  new  merchandise  is  being 
produced,  what  is  growing  in  popularity  and 
what  is  falling  off. 

One  of  the  business  publications  that 
helps  us  most  in  this  respect  is  the  weekly 
Billboard.  This  paper  publishes  scientifi- 
cally accurate  charts  that  cover  every 
aspect  of  the  record  business.  In  addition', 
it  publishes  reviews  and  ratings  of  every 
new  record  that  is  produced. 

Billboard  charts  give  us  sales  informa- 
tion from  every  part  of  the  country  on  the 
sales  of  every  type  of  music  on  records. 
Consider,  for  example,  the  Popular  album 
chart.  It  tells  us  which  are  the  25  top 
selling  albums  across  the  country  each 
week.  The  study,  under  the  direction  and 
control  of  the  New  York  University  School 
of  Retailing,  is  based  on  actual  sales  to 
customers  in  a  scientific  sample  of  the 
nation's  retail  record  outlets.  This  infor- 
mation aids  our  buying  immeasurably. 

The  Billboard  is  also  helpful  in  other 
areas.  Every  week  it  tells  us  what  is 
happening  in  the  business --details  price 
changes,  presents  generalproduct  informa  - 
tion,  outlines  new  merchandising  programs 
and  personnel  changes. 

It  is  very  helpful,  in  an  ever-changing, 
fast-paced  business,  to  have  a  single  source 
for  all  of  this  pertinent  information. 


WHAT  OUR  AMERICAN  COLLEGES  AND  UNIVERSITIES  ARE  DOING  IN 
CONDUCTING  DISTRIBUTION  RESEARCH  FOR  THE  BENEFIT  OF 

SMALL  BUSINESS 

G.  Rowland  Collins,  Dean 
New  York  University  Graduate  School  of  Business  Administration 

New  York,  New  York 

Our    colleges    and    universities    are    con-  demic  world,  clearing  houses  of  information 

ducting  a  greater  amount  of  significant  work  are  woefully  lacking.  Institutional  communi- 

in   the  field  of  distribution  research  than  is  cations      over     the     country    about     existing 

generally     realized.     However,    in    the    aca-  studies,    surveys,    dissertations,    and  regu- 
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larly  issued  local  publications  available  for 
consultation  and  use  are  haphazard  and 
scattered.  Precise  information  that  is  pooled 
and  that  is  locatable  is  distressingly  dif- 
ficult to  come  by  ! 

So  it  is  that  my  report  to  you  today  is 
largely  based  on  the  results  of  a  nationwide 
survey  of  educational  institutions  conducted 
for  the  purposes  of  this  Conference  by  the 
New  York  University  Graduate  School  of 
Business  Administration  under  the  very 
able  direction  of  Dr.  Arnold  Corbin,  Profes- 
sor of  Marketing --a  survey  that  has  been 
going  forward  since  the  late  spring  of  the 
current  year. 

In  that  survey  we  have  exhaustively 
queried  247  educators  at  185  institutions  of 
higher  learning  scattered  over  the  United 
States,  including  deans  of  schools  of  busi- 
ness, directors  of  bureaus  of  business  re- 
search, heads  of  academic  distribution  and 
marketing  departments,  professors  of  eco- 
nomics, and  professors  of  business  organi- 
zation. 

We  have  received  1Z5  detailed  responses 
to  our  specific  queries,  or  a  return  of  50.6 
per  cent.  In  some  cases,  of  course,  both 
graduate  and  undergraduate  divisions  at  a 
particular  educational  institution  completed 
separate  returns.  In  other  instances,  more 
than  one  department  at  a  given  college  or 
university  returned  separate  questionnaires 
and  exhibits.  Allowing  for  such  duplications, 
our  findings  represent  about  100  individual 
colleges  and  universities. 

Permit  me  to  summarize  our  findings  by 
discussing  4  categories  of  response. 

I.  From  any  examination  of  our  returns, 
one  of  the  first  inferences  that  is  clearly 
evident  is  that  the  organized  academic 
bureaus  of  business  research  are  carrying 
forward  a  significant  amount  of  distribution 
research  that  is  pertinent  to  the  problems  of 
small  business  and  that  is  available  for 
perusal  and  for  use. 

Typically,  the  organized  and  institutional 
University  Bureau  of  Business  Research 
engages  in  three  kinds  of  activities: 

1.  The  University  Bureau  of  Business 
Research  prepares  and  issues  for  distribu- 
tion some  type  of  regular  publication- - 
normally  of  the  general  size  and  character, 
for  example,  of  the  Indiana  Business  Re- 
view, published  by  the  Bureau  of  Business 
Research  of  the  School  of  Business  of  the 
University  of  Indiana. 

Generally  speaking,  the  more-or-less 
regular  publications  of  our  University  Bu- 
reau of  Business  Research  will  contain: 


(a)  Local  business  indicators  and  cur- 
rent analyses  of  manufacturing, 
wholesale,  and  retail  sales  figures 
and  trends  for  the  particular 
regional  area  that  the  sponsoring 
Bureau  of  Business  Research 
serves; 

(b)  One  or  more  signed  analytical  arti- 
cles reporting  the  results  of  re- 
search studies  or  discussing  a  par- 
ticularized phase  of  business 
operations; 

(c)  Notices  of  new  books  and  articles  of 
interest  to  business. 

Our  returns  indicate  that  in  most  cases 
the  regular  publications  of  our  University 
Bureaus  of  Business  Research  are  distrib- 
uted gratis  to  interested  business  enter- 
prises or  to  owners  or  managers  of  small 
business  located  in  the  geographic  area 
primarily  served  by  the  particular  college 
or  university  that  sponsors  the  specific 
Bureau  of  Business  Research. 

2.  The  University  Bureau  of  Business 
Research  normally  prepares  and  issues 
occasional  research  studies  "on  its  own" 
and  without  any  direct  sponsorship  of  busi- 
ness clients.  Many  of  these  occasional 
studies  are  squarely  in  the  area  of  distri- 
bution research  and  have  a  pertinent  appli- 
cation  to   the   problems   of   small  business. 

In  fact,  92  per  cent  of  our  responses 
from  University  Bureaus  of  Business  Re- 
search indicate  that  research  relating  to 
market  measurement,  to  methods  of  sale, 
to  channels  of  distribution,  to  sales  pro- 
motion, to  advertising,  and  to  the  operations 
of  marketing  institutions  at  the  level  of 
manufacturing,  wholesaling,  and  retailing  is 
currently  going  forward. 

The  range  of  the  available  studies  that 
are  bureau-sponsored,  independent  of  client 
service,  is  wide  indeed,  as  may  be  seen 
from  the  following  listing  of  10  existing 
titles: 

(a)  Advertising  Practices  of  Ohio  Re- 
tailers. 

(b)  Salesmen's  Expense  Allowance 
Policies  of  Texas  Firms. 

(c)  The  Turnover  of  Retail  Firms  in 
Kansas. 

(d)  The  Spokane  Wholesale  Market. 

(e)  An  Economic  Appraisal  of  Multi- 
pump  Filling  Stations. 

(f)  Sales  Trends  and  Operating  Results 
in  Ohio  Grocery  Stores. 

(g)  The  Cost  of  Doing  Business  of  Texas 

Retail  Lumber  Dealers, 
(h)  Prescription   Pricing  Among  Phar- 
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macies      in     the    State    of    Wiscon- 
sin, 
(i)  Michigan's     Third    Small    Business 

Casebook, 
(j)  The  Development  of  Retail  Trade  in 

Englewood,  New  Jersey. 
3.  The  University  Bureau  of  Business 
Research  is  generally  willing  to  undertake 
studies  in  distribution  research  on  a  fee 
basis  either  for  business  groups  or  as- 
sociations or  for  individual  business  clients. 
Only  10  per  cent  of  our  respondents  from 
Bureaus  of  Business  Research  indicated  that 
they  were  not  interested  in  rendering  such 
service  to  paying  clients. 

Normally,  in  our  American  educational 
institutions  the  University  Bureau  of  Busi- 
ness Research  works  closely  with  the  Dean 
of  the  College  of  Business  and  with  the 
members  of  the  faculty  of  that  college.  For 
such  institutional  research  on  behalf  of  a 
paying  client,  teams  of  faculty  members  in 
various  fields  of  business  are  generally 
used  to  supplement  the  regular  full-time  or 
part-time  staff  of  the  Bureau. 

Again,  broadly  speaking,  studies  in 
distribution  research  that  are  made  for  a 
paying  client  are  conducted  institutionally  on 
a  "cost-plus"  basis.  In  most  instances,  the 
basis  of  the  charge  is  "cost"  plus  a  share 
of  the  Bureau's  administrative  overhead. 
Hence,  exact  Costs  are  a  matter  of  negotia- 
tion between  the  client  and  the  Bureau.  In 
instances  wherein  the  Bureau  sees  a  signif- 
icant "community  interest"  or  wherein  the 
possibility  of  a  widespread  use  of  the  re- 
sults in  a  published  monograph  that  can  be 
sold  generally,  the  Bureau  will  naturally 
sharpen  its  pencils  in  estimating  costs.  The 
essential  fact  is  that  most  Bureaus  of  Busi- 
ness Research  are  operated  pretty  muchas 
"non-profit"  organizations  as  you  and  I 
understand  the  meaning  of  the  word  "profit." 
A  few  of  our  respondents  have  indicated 
that  minor  consultations  by  their  Bureaus 
of  Business  Research  are  available  gratis. 
One  leading  state  university,  for  example, 
specified  that  "tabulations  and  limited  Bu- 
reau consultation  is  available  without 
charge."  Another  stated  that  "one-or  two- 
hour  jobs  are  executed  without  charge; 
others  on  a  cost  plus  varying  overhead 
basis." 

We  are  providing  for  distribution  to  you 
a  list  of  all  the  existing  University  Bureaus 
of  Business  Research  in  the  country- -a  list 
that  we  believe  to  be  at  least  99  44/100's 
per  cent  complete.  Those  of  you  who  are 
interested  in  receiving  the  regular  publica- 
tions   of    one    or    more    of  the    Bureaus    in 


your  own  regional  area  should  write  di- 
rectly to  the  Bureaus  you  select  from  this 
list.  If  you  are  also  interested  in  knowing 
what  distribution  research  studies  are  avail- 
able for  consultation  or  purchase,  you  will 
have  to  do  the  same  thing,  namely,  write  to 
selected  Bureaus  for  individual  lists  of 
available  studies. 

Since  the  last  appearance  of  the  volume 
entitled  Market  Research  Sources,  pub- 
lished by  the  Department  of  Commerce  in 
1950,  there  has  not  been  available  any 
similar  single  publication  that  has  brought 
the  research  output  of  our  University  Bu- 
reaus of  Business  Research  up  to  date. 

Fortunately,  however,  beginning  in 
March  of  1954,  the  Office  of  Distribution  of 
the  Department  of  Commerce  began  issuing 
one  of  the  most  useful  periodical  publi- 
cations--the  Distribution  Data  Guide.  The 
Guide  lists  and  annotates  every  month 
"selected  current  materials  of  value  to  those 
marketing  our  nation's  goods  and  services  " 
(in  the  Guide's  own  words),  indicating  au- 
thorship, availability,  price,  and  other  key 
information.  The  sources  of  materials  are 
divided  into  four  major  categories:  (1) 
Federal  Government,  (2)  State  and  Local 
Governments,  (3)  International  Organiza- 
tions, and  (4)  Business,  Professional,  and 
Institutional.  In  this  last  group  there  is  a 
subdivision  entitled  "Colleges  and  Uni- 
versities," which  lists  and  annotates  the 
current  output  not  only  of  our  Bureaus  of 
Business  Research  but  also  such  materials 
as  University  conference  proceedings,  out- 
standing magazine  articles  by  academic 
personnel,  and  University  press  publica- 
tions. 

Every  six  months  a  cumulative  Subject 
Index  is  published  as  a  supplement  which 
covers  the  previous  six  issues  of  the  Guide 
and  makes  it  easy  for  the  businessman  to 
locate  all  materials  on  a  particular  subject, 
regardless  of  source.  These  semi-annual 
indexes  convert  the  monthly  issues  to  a 
highly  valuable,  current  reference  source 
covering  more  than  1500  items  annually  in 
the  field  of  marketing  and  distribution. 

The  Distribution  Data  Guide  is  available 
from  the  Superintendent  of  Documents,  U.  S. 
Government  Printing  Office,  or  through  De- 
partment of  Commerce  Field  Offices,  where 
copies  may  be  consulted.  The  subscription 
price  is   $2.00  a  year. 

II.  A  second  area  of  possible  educational 
assistance  to  owners  or  managers  of  small 
business  lies  in  the  consulting  services  of 
faculty  members  who  are  regular  members 
of    distribution,     economics,    and     business 
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organization  departments  in  our  colleges 
and  universities. 

Our  survey  shows  that  faculty  members 
of  almost  90  per  cent  of  the  responding  in- 
stitutions are  available  for  consultation. 
While  in  most  instances  our  colleges  and 
universities  restrict  to  some  extent  the 
amount  of  time  a  regular  full-time  faculty 
member  may  devote  to  consulting  activities, 
few  collegiate  institutions  prohibit  this  type 
of  work.  Indeed,  most  schools  or  colleges 
of  business  encourage  full-time  faculty 
members  to  engage  in  consulting  activities. 

The  following  direct  quotations  from  our 
respondents  appear  to  be  typical  of  the  situa- 
tion as  it  exists  broadly: 

1.  "Individual  faculty  members  serve 
as  consultants  with  business  firms  in  the 
state  and  area.  Our  faculty  members  are 
currently  working  on  suchprojects  as  these: 
a  sales  training  program  for  a  national  tire 
manufacturer,  the  market  area  for  a  par- 
ticular community,  the  marketing  program 
of  a  local  small  manufacturer,  and  the  sales 
territories  for  a  local  wholesale  distributor. 
The  individual  faculty  member  makes  his 
own  arrangements  with  the  client  firm  for 
a  consulting  fee." 

2.  "All  members  of  the  faculty  are 
encouraged  to  carry  on  some  consulting 
activity,  and  most  of  them  do  so.  Fees 
largely  depend  upon  the  reputation  of  the 
individual  faculty  member.  In  addition  to 
consulting  work,  our  faculty  members  carry 
on  as  a  matter  of  public  service,  without 
cost,  a  significant  variety  of  reference  work 
answering  questions  on  methods  of  market- 
ing, business  law,  etc." 

The  cost  of  faculty  consulting  service 
is  almost  invariably  determined  by  negotia- 
tion and  "private  arrangement."  A  range  of 
$50.00  to  $150.00  a  day  plus  expenses  ap- 
pears to  be  typical  of  our  responses  to 
questions  about  costs.  It  is  quite  evident 
that  the  principal  factors  which  affect  con- 
sulting costs  are  (1)  the  rank  or  seniority 
of  the  faculty  member,  (2)  the  size  and  scope 
of  the  project,  (3)  the  interest  of  a  particu- 
lar faculty  member  in  the  project,  and  (4) 
the  ability  of  the  client  to  pay. 

Three  of  our  respondents  indicated  that 
faculty  members  were  not  allowed  to  charge 
for  consulting  and  one  indicated  that  only 
nominal  fees  were  permitted. 

We  have  prepared  for  distribution  to  you  a 
list  of  about  1,000  faculty  personnel  in  the 
fields  of  distribution,  marketing,  business 
organization,  and  economics.  Almost  all  of 
these  persons  are  willing  to  accept  con- 
sulting   assignments     within    the     limits     of 


their  available  time  and  current  commit- 
ments. We  have  tried  to  make  this  list  as 
complete  as  possible.  While,  inevitably,  this 
list  is  somewhat  selective,  we  hope  that  in 
preparing  it  our  sins  have  been  sins  of  in- 
clusion rather  than  of  omission. 

Unquestionably,  at  the  current  moment 
full-time  faculty  members  of  our  colleges 
of  business  are  carrying  forward  on  a  con- 
sulting basis  a  very  significant  amount  of 
direct  service  to  owners  and  managers  of 
small  business.  The  evidence  of  the  value 
of  this  service  is  imposing. 

III.  A  third  area  of  possible  educational 
assistance  to  owners  or  managers  of  small 
business  lies  in  the  valuable  storehouse  of 
master's  theses  and  doctoral  dissertations 
that  exists  in  those  of  our  colleges  and  uni- 
versities that  offer  graduate  work  in  the 
field  of  business. 

Obviously,  any  approved  master's  thesis 
or  doctoral  dissertation  inherently  repre- 
sents a  tremendous  amount  of  completed 
research.  Generally  speaking,  these  theses 
and  dissertations  have  been  ably  and  suc- 
cessfully defended  against  oral  inquiry  by 
faculty  committees,  against  all  faculty  as- 
sault, frontal,  oblique,  and  rearguard. 

Generally  speaking,  these  theses  and 
dissertations  contain  a  wealth  of  materials 
and  a  significant  amount  of  careful  analysis, 
whatever  their  exact  titles  may  indicate. 
Certainly,  if  they  touch  distribution  re- 
search in  any  of  its  aspects,  they  are  quite 
likely  to  have  between  their  covers  con- 
siderable information  that  is  directly  perti- 
nent to  the  distribution  research  problems 
of  the  owner  or  manager  of  small  business 
enterprises. 

Typical  of  such  theses  and  dissertations 
are  the  following  existing  titles: 

(1)  The  Selection  of  Training  Proce- 
dures for  the  Small  Retail  Drug 
Chain. 

(2)  Selling  Methods  for  Small  Men's  Ap- 
parel Stores. 

(3)  Inventory  Control  in  a  Small  Retail 
Chain. 

(4)  The  Effect  of  Preferred  Shelves 
Upon  Sale  of  Product  in  a  Small 
Grocery  Supermarket. 

(5)  A  Study  of  Merchandise  Returns  to 
Selected   Retail   Stores  in  Alabama. 

(6)  Public  Warehousing  and  Small  Busi- 
ness. 

(7)  Open  Account  Credit  and  Collection 
Policies  for  a  Small  Retail  Clothing 
Store. 

(8)  Merchandise  Controls  for  a  Shoe 
Store. 
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(9)  A     Cost    Reduction    Program   for   a 
Small  Manufacturer. 
(10)  A  Recommended  Marketing  Organi- 
zation for  a  Small-Sized  Electronic 
Research    Company- -A  Case  Study. 

Here,  too,  unfortunately,  there  does  not 
exist  any  complete  and  easily  available 
listing  that  records  the  completion  and 
location  of  theses  and  dissertations  on  a 
cumulative  or  current  basis.  While  the 
American  Economic  Review  makes  an 
annual  attempt  to  list  doctoraldissertations, 
while  the  University  of  Chicago's  Journal 
of  Business  does  the  same,  and  while  the 
Journal  of  Marketing,  in  its  Research  Sec- 
tion, occasionally  refers  to  a  dissertation 
recently  completed,  no  really  comprehen- 
sive source  of  titles  is  easily  available. The 
Distribution  Guide  does  not  attempt  to  list 
academic  theses  and  dissertations  in  the 
field  of  distribution  research. 

We  have  been  successful  in  preparing  for 
distribution  to  you  a  list  of  about  1,200 
masters'  theses  and  doctoral  dissertations 
that  have  been  academically  approved.  We 
have  indicated  on  this  list  where  these  ma- 
terials are  deposited  and  have  classified 
the  materials  roughly  by  code  letters  that 
indicate  special  topics  within  the  field  of 
marketing.  We  make  no  claim  that  this  list 
is  in  anywise  complete  for  we  have  been 
obliged  to  depend  upon  the  willingness  of 
our  respondents  to  supply  their  lists.  Con- 
siderable persuasion  and  follow-up  have 
been  necessary  to  produce  this  document. 
We  hope  that  for  some  of  you,  at  least,  it 
may  have  some  value. 

The  normal  procedure  in  borrowing  a 
thesis  or  dissertation  from  an  out-of-town 
college  or  university  is  through  the  so- 
called  Inter -Library  Loan  Service,  which 
is  available  through  most  public,  university, 
or  special  libraries.  Non-academic  per- 
sonnel may  apply  to  the  nearest  library  for 
loan  service.  Normally,  the  only  charge  for 
loan  service  is  the  first-class  postage  or 
express  charges.  Time  limits,  of  course, 
are  generally  imposed  upon  this  loan  serv- 
ice so  far  as  the  retention  of  the  thesis  or 
the  dissertation  for  examination  and  study 
may  be  involved. 

IV.  My  fourth  and  final  comment  today 
does  not  deal  directly  with  distribution  re- 
search and  small  business.  It  does,  how- 
ever, deal  with  what  our  colleges  and 
universities  are  doing  to  develop  the  skills 
of  management  that  pertain  to  small  busi- 
ness. I  am  referring,  of  course,  to  what  is 
being  done  in  the  classroom  for  small 
business. 


From  an  examination  of  our  returns  and 
of  publicly -announced  classroom  instruc- 
tion over  the  country,  it  is  clearly  evident 
that  our  colleges  and  universities  are  offer - 
ing  as  a  part  of  their  integrated  programs 
leading  to  candidacy  for  baccalaureate, 
master's,  or  doctor's  degrees  very  little 
formal  classroom  instruction  directly  aimed 
at  the  problems  of  small  business.  Con- 
trariwise, on  a  part-time  evening  or  exten- 
sion basis,  many  of  our  educational  institu- 
tions are  offering  a  number  of  special 
courses  in  administrative  management  for 
small  business. 

In  the  just-mentioned  effort,  certainly  the 
Small  Business  Administration  rates  an 
emphatic  nod  of  compliment.  From  two 
pilot  courses  offered  first  in  the  spring  of 
1954,  the  cooperative  program  of  this  agency 
under  a  co -sponsorship  arrangement  with 
educational  institutions  has  grown  to  the 
point  where  more  than  6,000  businessmen 
have  now  attended  some  218  practical  man- 
agement courses  for  owners  and  managers 
of  small  business  at  colleges  and  uni- 
versities throughout  the  country.  Instruc- 
tionally  staffed  by  regular  faculty  members 
and  by  businessmen  of  a  particular  industry, 
this  cooperative  program  richly  deserves 
the  enthusiastic  and  vigorous  support  of 
both  educational  and  business  institutions. 
Obviously,  these  special  cooperative  in- 
structional programs  for  small  business 
owners  and  managers  do  not  deal  directly 
or  mainly  with  distribution  research  and 
what  it  can  contribute  to  small  business. 
Instead,  they  deal  with  administrative  man- 
agement rather  than  with  day-to-day  op- 
erations. Nevertheless,  these  courses  have 
proved  themselves  to  be  of  significant  value. 
And  the  records  of  the  Small  Business  Ad- 
ministration indicate  that  nearly  half  of  the 
small  business  owners  or  managers  that 
have  completed  such  courses  rated  themas 
excellent,  and  another  40  per  cent  called 
them  good. 

Undoubtedly,  some  of  you  will  recall  an 
article  in  the  March -April  1957  issue  of  the 
Harvard  Business  Review  entitled  "Whither 
Small  Business"  written  by  Paul  Donham, 
in  which  the  author  made  this  statement: 

"While  the  Small  Business  Admin- 
istration is  to  be  highly  commended  for 
attempting  to  fill  an  educational  vacuum, 
I  find  it  most  disturbing  that  the  col- 
leges have  permitted  such  a  vacuum  to 
exist  in  the  first  place.  It  is  impera- 
tive that  schools  of  business  and  com- 
merce undertake  to  satisfy  the  need 
without    the    necessity    of   pushing    (co- 


177 


sponsoring    is   the   polite   term)    by   the 
SBA.  .  .  .  At  the  present  time  our  edu- 
cational   institutions   are    so   devoid   of 
ideas    that,    for   all  practical  purposes, 
the  SBA  establishes  the  curriculum  for 
the  courses  which  it  co -sponsors." 
Personally,     I    find      in    that   devastating 
criticism    more    than    a    bit    of  truth.    Too 
many    of    our    educational    institutions    are 
still    standing  at  anchor  in  midstream. 

Too  many  are  guilty  of  a  ridiculous 
pandering  to  the  pestilent  notion  that  all  of 
their  degree  candidates  should  be  trained 
to  become  presidents  of  million -dollar 
corporations.  Yet,  in  terms  of  community 
and  public  service,  the  problem  of  training 
the  undergraduate  candidate  for  a  degree 
for  the  ownership  or  management  of  small 
business  is  important.  More  than  mere  lip 
service  to  the  dynamics  of  entrepreneur  ef- 
fort is  badly  needed  in  our  regular  under- 
graduate colleges  of  business. 

Similarly,  too  many  of  our  educational 
institutions  adhere  to  the  equally  pestilent 
notion  that  any  classroom  instruction  given 
after  5  p.m.  is  somehow  impure  and  there- 
fore fails  to  meet  the  community  problem 
of  providing  education  for  the  employed 
manager  or  for  any  full-time  business  em- 
ployee. 

By  and  large,  too,  our  educational  institu- 
tions have  largely  failed  to  merchandise  the 
research  studies  that  have  been  and  that 
are  being  produced.  In  all  too  many  in- 
stances, academic  diffidence  prevents  ag- 
gressive selling  of  the  wares  that  are 
drawing  dust  on  collegiate  shelves.  In  terms 
of  community  service,  we  should  be  produc  - 
ing  more  distribution  research  than  we  are 
producing. 

As  I  see  it,  too,  there  is  definite  need 
for  a  newtype  of  executive  training  program, 
for  one  that  is  not  primarily  aimed  at  big 
business  and  the  high  fees  that  big  business 
can  afford  to  pay  to  enroll  a  junior  execu- 
tive. Over  the  country,  we  educators  should 
develop  high-level  executive  training  pro- 
grams at  reasonable  cost  for  the  owners  or 
managers  of  small  business. 

In  small  business,  as  in  large,  change  is 
the  order  of  the  day.  And  with  all  that  is 
new,  there  must  be  a  constant  reckoning 
which  can  best  be  provided  educationally  by 
time-out  facilities  for  the  exercise  of  the 
mind  under  guidance  in  the  classroom. 

Physically,  from  time  to  time  each  one  of 
us  sorely  needs  rest  and  relaxation.  Con- 
trariwise, from  time  to  time  each  one  of  us 
sorely  needs  exercise. 


Ennui- -mentajl  boredom- -is  rust  on  the 
brain. 

And  only  unused  tools  corrode  ! 

Manufacturer 

Case  History:    Bert  Fenn 

Tell  City  Chair  Company 
Tell  City,  Indiana 

The  Tell  City  Chair  Company  has  been  in 
continuous  operation  as  a  furniture  manu- 
facturer since  1865.  During  these  92  years 
of  growth,  many  basic  developments  have 
taken  place.  Where  originally  our  market 
was  confined  to  the  Mississippi  River  Basin, 
because  for  30  years  the  river  was  our  only 
means  of  transportation,  today  we  distribute 
to  the  entire  48  states.  Where  fora  genera- 
tion our  customers  where  almost  entirely 
jobbers,  today  we  sell  furniture  only  to 
retailers. 

For  many  years  our  products  were  very 
cheap;  today  they  are  a  high -middle  quality 
of  furniture.  Until  the  last  few  years  we 
manufactured  nothing  but  chairs,  while  to- 
day we  manufacture  and  distribute  complete 
dining  room  and  bedroom  suites. 

These  developments,  which  have  changed 
the  nature  of  our  business,  have  been  more 
or  less  gradual  transitions,  but  many  of  them 
came  to  a  head  rather  rapidly  in  the  post- 
war period--some  more  rapidly  than  our 
organization  seemed  able  to  cope  with.  In 
1952  we  turned  to  Indiana  University  for 
help  in  our  marketing  program. 

Dean  Weimer  of  the  School  of  Business 
referred  us  to  Dr.  S.  F.  Otteson  of  his  staff 
and  arranged  an  appointment  for  a  short 
discussion.  At  this  meeting  we  were  able  to 
outline  a  study  of  our  marketing  procedure 
and  secure  the  extra-curricular  services  of 
Dr.  Otteson  as  a  consultant. 

We  were  particularly  interested  in  de- 
veloping a  standard  for  measuring  the  ef- 
fectiveness of  our  separate  sales  terri- 
tories. At  that  time  no  index  of  retail 
furniture  business  by  counties  and  states 
was  available,  although  the  raw  data  had 
been  published  by  the  Department  of  Com- 
merce. Dr.  Otteson,  with  the  help  of 
graduate  students,  prepared  such  an  index 
for  us. 

We,  in  turn,  analyzed  our  sales  by  sales 
territories,  metropolitan  areas,  states,  etc., 
and  compared  them  with  Dr.  Otteson's 
figures.  Some  rather  startling  conclusions 
immediately  became  apparent. 

Dome  territories  which  we  had  'felt*  to 
be    weak    were    even    weaker    than   we   had 
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imagined.     Others     were     better     than     we 
thought. 

As  a  result  of  these  analyses  we  were 
able  to  re -appraise  the  efficiency  of  our 
various  sales  territories  and  to  formulate  a 
long-range  program  for  bettering  our  sales 
efforts  in  certain  areas.  Plans  were  made 
for  re -aligning  and  splitting  certain  terri- 
tories. The  program  was  put  into  effect 
gradually,  in  fact  is  still  not  completed;  but, 
after  several  years,  results  have  been  more 
than  satisfactory. 

For  example,  one  Eastern  territory  was 
split  into  three  territories.  The  new  terri- 
tories since  1  952  have  increased  their  share 
of  the  company's  business  by  165  per  cent. 
A  West  Coast  territory,  owing  to  changes 
resulting  from  this  study,  has  increased  its 
share  of  the  company's  business  by  70  per 
cent  since  1953.  In  the  Midwest  and  in  the 
Southeast  are  territories  that  have  each 
increased  their  share  of  our  total  sales  by 
48  per  cent  since   1954. 

All  these  territories  are  growing  and  all 
were  pointed  out  by  our  study  with  Dr. 
Otteson.  I  must  emphasize  that  the  actual 
dollar  increases  - -the  percentages  of  in- 
creased sales--were  even  more  spec- 
tacular. The  figures  Ihave  quoted  represent 
the  growth  in  these  territories  over  and 
above  the  company -wide  increases  we  have 
enjoyed  during  these  years. 

Many  other  benefits  have  resulted  from 
Indiana  University's  help.  At  the  suggestion 
of  Dr.  Otteson,  we  have  studied  our  cus- 
tomers by  size  and  type  and,  as  a  result, 
are  working  to  develop  certain  types  of  ac- 
counts. 

We  have  made  an  extensive  study  of  our 
sales  by  product  type.  This  has  been  a  great 
help  and  incentive  in  the  development  of  new 
products  and  the  expansion  of  our  business; 
for  in  the  past  four  years  we  have  added 
completely  new  products  which  are  already 
showing  their  worth  for  our  future  security 
and  which  have  more  than  compensated  for 
failing  product  lines.  In  1953  we  purchased 
an  additional  factory  to  make  some  of  these 
new  products  and  to  give  us  more  independ- 
ence and  control  in  marketing  our  furniture. 

We  have  regularly  relied  upon  Dr.  Otte- 
son for  economic  forecasts.  Now  he  is 
helping  us  develop  a  more  scientific  sales 
forecasting  procedure.  Recently  we  chal- 
lenged him  with  the  problem  of  how  to  obtain 
data  on  general  business  conditions  by  states 
or  regions  soon  enough  to  be  of  practical 
value  to  our  planning  and  for  the  evaluation 
of  our  performance. 

He    furnishes    knowledge    and     skills    not 


present  in  our  own  staff  and  which  we  could 
not  afford  to  employ  on  a  full-time  basis. 
We  consider  Dr.  Otteson  a  member  of  our 
organization.  He  is  engaged  on  a  retainer 
fee  and  meets  with  us  regularly;  and  the 
entire  program  has  been  accomplished  for 
hundreds  of  dollars  per  year,  not  thousands, 
as  you  might  imagine. 


Retailer 

Case  History: 


Robert  M.  Shamansky, 

President 
Robert  Clothing  Company 
Lancaster,  Ohio 


In  August  1951,  I  purchased  a  men's  and 
boys'  clothing  store  in  Lancaster,  Ohio. 
The  new  business  was  incorporated  as  The 
Robert  Clothing  Company,  and  has  been 
operated  under  this  name  since  that  time. 
When  I  acquired  the  business,  the  sales 
volume  amounted  to  about  $  1 1  0,000  annually, 
and  a  good  profit  was  being  experienced. 
The  business,  however,  had  declined  in  sales 
volume  from  a  high  of  $140,000  per  year. 
At  the  time  of  purchase,  Ihad  no  experience 
as  a  manager  and  was  beset  by  a  number  of 
difficulties. 

Three  years  later,  sales  had  increased 
from  about  $  1 10,000  to  $  120,000,  but  there 
was  no  profit  ....in  fact,  I  was  operating  at 
a  substantial  loss.  Among  many  problems 
were  excessive  inventories  in  relation  to 
sales,  heavy  markdowns  and  exorbitant 
operating  expenses.  I  was  conscious  of  a 
lack  of  planning  and  coordination  in  sales, 
buying  and  promotional  activity. 

I  realized  that  the  business  could  not  con- 
tinue, even  for  a  short  time,  on  this  basis, 
so  I  conferred  with  a  professor  in  the  Busi- 
ness Organization  Department  at  Ohio  State 
University.  This  professor,  Dr.  William  R. 
Davidson,  taught  various  retailing  and 
marketing  courses,  and  is  the  author  of  a 
widely  used  textbook  on  retailing.  He  has 
had  practical  experience  as  a  store  manager 
and  as  a  consultant  to  a  number  of  business 
firms.  As  a  result  of  a  satisfactory  initial 
conference,  I  retained  Dr.  Davidson  as  a 
consultant  to  work  out  satisfactory  solu- 
tions to  the  various  problems  which  con- 
fronted my  business. 

Here  are  the  major  things  that  were  ac- 
complished: 

FIRST,  a  system  was  established  to 
provide  for  merchandise  planning  by  nine- 
teen major  classifications  of  goods  (e.g., 
men's  dress  shirts,  suits,  sport  coats,  work 
clothing,  etc.).  Planning  was  done  for  two 
six-month  periods,  and  was  completed  about 
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three  months  in  advance  of  each  such  period. 
We  planned  sales  volume  for  each  classifi- 
cation and  determined  desirable  stock  levels 
and  dollar  purchases  on  the  basis  of  realistic 
sales  estimates. 

SECOND,  a  procedure  was  established  to 
plan  promotional  activity  for  the  same  six- 
month  periods.  The  amount  to  spend  for 
advertising  was  pre -determined,  in  ac- 
cordance with  the  selling  opportunities,  for 
each  month,  by  type  of  media  and  for  major 
classifications  of  goods. 

THIRD,  a  method  of  analyzing  operating 
expenses  was  put  into  effect.  This  was  done 
so  that  I  could  make  a  realistic  comparison 
of  my  own  expense  ratios  with  typical  trade 
ratios.  Then,  we  set  up  a  method  of  budgeting 
expenses  for  each  expense  account  for  each 
month,  and  for  controlling  actual  expenses 
in  relation  to  the  plan. 

FOURTH,  after  the  consultant  worked  out 
these  systems,  periodic  conferences  were 
held  to  reviewperformance,  to  make  adjust- 
ments    in    plans    when    necessary,    and    to 


obtain  assistance  in  formulating  future 
plans. 

The  thing  of  interest  is  the  result  that 
was  accomplished.  When  I  went  to  the  Uni- 
versity to  contact  Dr.  Davidson,  my  sales 
amounted  to  about  $120,000  and  I  was 
operating  at  a  substantial  loss.  Last  year, 
my  sales  were  over  $150,000,  and  my 
profit  was  in  line  with  typical  figures  re- 
ported by  the  trade. 

I  believe  that  I  would  be  out  of  business 
today  if  I  had  not  made  a  trip  to  the  Ohio 
State  University  to  obtain  expert  help  three 
years  ago. 

If  I  can  make  a  recommendation  that  may 
be  of  interest  to  other  operators  of  small 
businesses,  it  is  that  you  may  be  able  to  get 
some  expert  advice  on  pressing  problems 
from  professors  in  a  good  school  of  busi- 
ness. When  these  people  devote  their  time 
to  your  problems,  you  should  expect  to  pay 
them  on  a  professional  basis.  My  per- 
sonal experience  is  that  it  is  worthwhile  to 
do  so. 
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Tools  of  distribution  research,  like  tools 
of  production,  are  of  value  only  to  the 
extent  to  which  they  are  put  to  use.  A 
primary  objective  of  this  Conference  is  to 
stimulate  a  more  widespread  knowledge 
and  use  of  marketing  information  and 
marketing  research  tools  by  businesses  en- 
gaged in  distribution,  especially  by  smaller 
firms. 

As  the  morning's  presentations  have 
clearly  indicated,  there  is  now  available 
in  the  United  States  a  tremendous  volume 
of  data,  information,  and  sources  of  assist- 
ance for  use  by  business  men  in  almost 
every  aspect  of  distribution  research.  What- 
ever the  prospects  for  increased  efficiency 
in  distribution  through  future  discoveries 
or  improved  techniques  as  yet  unknown, 
the  fact  remains  that  there  are  almost 
unlimited  possibilities  for  increasing  the 
efficiency  and  profitability  of  small  busi- 
nesses    by     a    more     effective    use    of    the 


research   tools  and  the  marketing  informa- 
tion which  we  already  have. 

One  of  the  major  sources  of  marketing 
information,  economic  analysis  ,  and  assist- 
ance to  business  in  its  development  of 
distribution  research  programs  is  the 
Federal  Government.  The  role  of  the  Fed- 
eral Government  in  this  connection  was 
described  in  a  statement  on  economic 
statistical  programs  of  the  United  States, 
prepared  by  the  Bureau  of  the  Budget  for 
the  Joint  Committee  on  the  Economic  Re- 
port: 

"The  ultimate  responsibility  of  the 
Federal  Government  for  underwriting 
the  basic  health  of  the  national  economy 
has  always  been  implicit  in  the  Ameri- 
can system.  An  important  and  essential 
exercise  of  this  responsibility  occurs 
when  citizens  are  provided  with  the  in- 
formational tools  they  need  to  make  our 
free  enterprise  system  successful." 
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My  purpose  is  to  outline  for  you  briefly 
the  most  important  distribution  research 
tools  and  types  of  assistance  provided  by 
agencies  of  the  Federal  Government.  Un- 
fortunately, the  existence  of  this  national 
asset  is  too  little  known  and  too 
little  used. 

In  preparation  for  this  Conference  each 
of  the  major  agencies  in  the  Federal 
Government  was  asked  to  submit  a  summary 
of  its  research  programs,  publications, 
and  related  activities  and  services  which 
might  be  helpful  to  business  in  solving  its 
distribution  problems.  Their  replies  have 
been  consolidated  and  are  the  basis  of 
this  presentation. 

Time  will  not  permit  a  detailed  enumera- 
tion and  review  of  the  vast  amount  of  data, 
programs,  activities,  publications,  and 
services  of  all  of  the  Federal  agencies 
which  can  be  utilized  by  individual  small 
business  firms  in  research  to  seek  answers 
to  their  many  problems  of  distribution  and 
sales.  It  is  possible  at  this  time  only  to 
sketch  briefly  in  general  terms  the  scope 
and  character  of  the  types  of  aids  reported 
in  this  survey.  However,  a  comprehensive 
and  detailed  summation  has  been  prepared 
for  use  by  members  of  this  conference  in 
their  deliberations  and  is  available  to  each 
of  you  in  a  separate  report.1 

Assistance  provided  by  agencies  of  the 
Federal  Government  to  business  firms  in 
their  distribution  research  may  be  broadly 
grouped  under  the  following  five  categories  : 

1.  Statistical  programs  (and  related  pub- 
lications): The  original  collection  and 
tabulation  of  factual  information  which  may 
be  used  as  a  background  for  or  directly  in 
the  conduct  of  marketing  research  projects. 
Census  publications  with  which  most  of  you 
are  familiar  are  an  excellent  example  of 
this  type  of  aid. 

2.  Economic  analysis  and  industry 
studies:  Evaluation  of  basic  statistical 
data,  trend  projections,  estimations --(and 
related  reports  or  publications).  The  na- 
tional summaries  of  business  conditions 
by   the   Federal  Reserve  Board  are  typical. 

3.  Research  on  markets  and  marketing 
operations:  Research  related  to  distribu- 
tion methods  and  techniques,  methods  of 
market  measurement,  studies  andmeasure- 
ments  of  consumer  purchases  and  buying 
habits,  and  other  aspects  of  distribution. 
Many  of  the  studies  by  the  Agricultural 
Marketing    Service    (Department    of    Agri- 
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culture)    dealing   with   food   distribution  fall 
in  this  category. 

4.  Dissemination  of  information:  Making 
this  marketing  information  available  to  all 
who  can  use  it.  This  is  done  largely  through 
Government  publications,  reports,  news 
releases,  etc.,  and  through  field  office 
activities. 

5.  Direct  assistance:  Aids  to  the  indi- 
vidual business  firm  or  to  business  groups 
or  communities  through  special  studies  or 
tabulations,  and  through  services  in  obtain- 
ing specific  types  of  information  or  the 
solution  to  particular  distribution  problems. 

Now  I  will  elaborate  somewhat  on  each 
of  these  types  of  assistance. 

Statistical  Programs 

The  collection  and  distribution  of  statis- 
tical information  was  one  of  the  first 
services  the  Federal  Government  was  called 
upon  to  provide.  The  Constitution  itself 
directed  that  a  census  of  population  be 
taken  every  10  years.  Various  acts  of  the 
Congress  have  established  agencies  or 
authorized  programs  to  collect  and  dis- 
seminate information  on  the  national  econ- 
omy and  its  major  segments,  structure  and 
functions . 

A  number  of  Federal  agencies  have  a 
primary  function  of  collecting  statistical 
information;  for  example,  the  Bureau  of 
the  Census  (Department  of  Commerce), 
Bureau  of  Labor  Statistics  (Department  of 
Labor),  and  Office  of  Vital  Statistics  (De- 
partment of  Health,  Education,  and  Wel- 
fare). In  addition,  almost  all  administrative 
and  regulatory  agencies  develop  statistical 
or  other  types  of  information  as  a  by 
product  of  their  major  functions. 

An  excellent  example  of  this  type  of 
statistical  program  is  the  body  of  data 
collected  by  the  Bureau  of  Labor  Statistics 
on  consumer  expenditures  during  1950. 
This  was  a  comprehensive  study  designed 
specifically  to  obtain  the  information  nee - 
essary  to  revise  the  Bureau  of  Labor  Statis- 
tics Consumer  Price  Index.  However,  the 
findings  proved  to  be  so  important  to  those 
interested  in  marketing  data  that  the 
Wharton  School  has  recently  released  a 
series  of  18  volumes  of  statistical  tabula- 
tions and  analyses  based  on  this  information. 
This  project  was  financed  by  a  special 
grant  from  the  Ford  Foundation. 

During  the  current  fiscalyear  the  Federal 
Government  will  spend  almost  $39  million 
for  major  statistical  programs.  In  each  of 
these    activities     the    end   product   which   is 
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usually  available  in  published  form  must  be 
governed  to  a  considerable  extent  by  the 
primary  objectives  of  the  program,  be  it  a 
matter  of  fact  collection,  administrative 
or  regulatory  functions,  or  economic  anal- 
ysis. Fortunately,  however,  in  most  cases, 
consideration  is  given  to  the  value  of  the 
resulting  data  for  use  by  business  firms 
in  conducting  their  own  research  programs 
and  the  data  are  presented  in  a  form  which 
can  be  adapted  to  such  uses. 

The  Office  of  Statistical  Standards  of  the 
Bureau  of  the  Budget,  which  has  responsi- 
bility for  coordinating  Federal  statistical 
programs,  maintains  a  close  liaison  with 
business  in  this  respect  through  the  Ad- 
visory Council  on  Federal  Reports  and  its 
many  business  advisory  committees.  A 
"Federal  Statistics  Users' Conference"  in- 
dependent of  Government  has  recently  been 
formedby  representatives  of  business,  agri- 
culture, and  labor  in  order  to  represent 
the  interests  of  statistics  users  in  the  de- 
velopment of  Government  programs. 

It  is  important  to  distinguish  between  two 
major  types  of  Government  fact-gathering 
activity,  both  of  which  are  found  in  most 
subject-matter  fields.  One  is  the  collection 
of  basic  and  more  detailed  data  represented 
primarily  by  the  major  censuses  or  other 
comprehensive,  but  nonfrequent  surveys. 
The  other  is  the  less  comprehensive,  con- 
tinuous, frequent,  periodical  reporting  de- 
signed to  provide  current  information  on  an 
annual,  quarterly,  monthly,  weekly,  and  in 
some  cases  daily,  basis. 

Where  statistical  data  are  used  in  dis- 
tribution research,  both  of  these  types  serve 
a  significant  but  somewhat  different  pur- 
pose—the former  to  establish  basic  meas- 
ures on  which  to  plan  programs  and  estab- 
lish goals,  the  latter  to  adjust  these 
programs  and  goals  and  keep  them  up  to 
date  in  the  light  of  current  information. 

The  findings  and  resulting  publications 
from  all  of  these  statistical  programs,  both 
"benchmark"  and  current,  embrace  such 
subjects  as  population,  housing,  income, 
employment  and  unemployment,  sales,  in- 
ventories, imports  and  exports,  manufac- 
turing, wholesaling,  retailing,  agriculture, 
transportation,  communications,  and  fi- 
nance. Much  of  the  data  is  available  by  geo- 
graphical divisions  and  by  broad  commodity 
lines  .  Here  is,  indeed,  a  wealth  of  informa- 
tion on  markets:  size,  location,  and  charac- 
teristics. Much  of  it  provides  a  basis  for 
economic  analysis,  general  business  fore- 
casting, the  measurement  of  market  poten- 
tials, sales  planning,  and  similar  activities. 


I  am  always  impressed  by  the  economy 
inherent  in  the  Federal  statistical  programs 
as  measured  by  their  value  for  business  use. 
Even  if  it  were  otherwise  feasible,  no  in- 
dividual business  or  group  of  businesses 
could  afford  to  undertake  the  gigantic  task 
and  expense  involved  in  a  major  census. 
Yet  once  a  Census  has  been  conducted,  it 
can  serve  millions  at  a  very  nominal  cost. 
It  is  estimated  that  on  the  basis  of  present 
costs  the  total  bill  for  a  complete  set  of 
censuses  would  be  at  least  $125  million. 
The  published  materials  from  the  most 
recent  series  of  censuses  comprise  a  set 
of  volumes  that  will  fill  a  15 -foot  shelf, 
but  the  total  cost  of  this  library  of  informa- 
tion to  individual  users  would  be  less  than 
$500.  This  is  quite  a  bargain. 

Only  a  small,  but  growing,  number  of 
small-business  firms  use  these  tools  di- 
rectly in  marketing  research  programs. 
This  fact  was  confirmed  by  the  preliminary 
field  research  reported  by  Mr.  Motley  in  the 
session  yesterday  afternoon.  Fortunately, 
however,  a  large  segment  of  small  business 
benefits  from  them  indirectly,  for  they  are 
widely  used  by  those  who  serve  small  busi- 
ness. The  types  of  activities  conducted  by 
trade  associations,  by  the  business  press, 
and  by  educational  institutions,  which  you 
heard  described  this  morning,  are,  in  most 
cases,  dependent  to  a  great  extent  upon  the 
factual  data  made  available  by  the  Federal 
Government. 

Economic  Analysis  and  Industry  Study 

A  second  major  area  of  activity  by  Fed- 
eral agencies,  important  to  distribution  re- 
search, is  the  broad  field  of  economic 
analysis  and  industry  studies.  All  Federal 
agencies  engage  to  some  degree  in  economic 
analysis  related  to  their  individual  field  of 
responsibility,  and  a  number  give  major 
emphasis  to  programs  of  this  type.  Much  of 
this  analysis  is  essential  as  a  guide  in  the 
development  of  Government  policy,  as  a 
background  for  administrative  and  legisla- 
tive decisions,  and  as  a  basis  for  the 
performance  of  essential  Government  func- 
tions. And  here  again,  the  findings, 
estimates  and  reports  can  often  be  used 
by  business  firms  and  others  in  research 
to  define  market  developments  and 
trends. 

In  this  category  should  be  mentioned  the 
studies  of  the  Office  of  Business  Economics 
on  business  conditions,  markets,  and  in- 
come sensitivity.  Surveys  of  consumer  fi- 
nances and  flow  of  funds  by  the  Federal  Re- 
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serve  Board  are  important  guides. 
Significant  in  the  development  of  markets 
for  agricultural  products  are  the  many 
analyses  and  studies  made  by  the  Agricul- 
tural Marketing  Service.  Studies  of  inter- 
national trade  and  foreign  markets  by  the 
Bureau  of  Foreign  Commerce  and  industry 
studies  and  reports  by  the  Business  and 
Defense  Services  Administration  contain 
valuable  data  for  distribution  research. 

The  results  of  economic  analysis  of  this 
type  by  Government  agencies  do  not  appear 
to  be  widely  used  by  small  business  firms 
in  their  own  research.  However,  as  in  the 
case  of  the  statistical  data  previously  re- 
ferred to,  these  analyses  and  reports  serve 
educational  institutions,  trade  and  pro- 
fessional associations,  and  the  business 
press  in  conducting  their  own  research  pro- 
grams, many  of  which  in  turn  are  utilized 
by  the  small  business  firm. 

Research  on  Markets  and  Marketing  Opera- 
tions 

A  number  of  Federal  agencies  engage 
directly  in  research  on  various  aspects  and 
problems  of  distribution.  Generally  such 
studies  are  designed  to  lead  to  better  opera- 
tional methods  and  practices  in  distribution. 

The  most  extensive  research  of  this  type 
is  conducted  by  the  Agricultural  Marketing 
Service  of  the  Department  of  Agriculture  in 
furtherance  of  the  objectives  of  the  Agri- 
cultural Research  and  Marketing  Act  of 
1946.  Studies  cover  such  fields  as  organi- 
zation and  practices  in  marketing  farm 
products;  evaluation  and  improvement  of 
operating  practices  and  marketing  methods, 
including  merchandising;  new,  expanded, 
and  alternative  uses  of  farmproducts;  mar- 
gins, costs,  and  efficiency;  equipment,  ma- 
terials, and  layout  for  wholesalers  and 
retailers  of  farm  and  food  products;  im- 
proved transportation  and  marketing  facili- 
ties at  terminal  markets;  consumer  and  in- 
dustrial preference  and  consumption;  and 
evaluation,  maintenance,  and  improvement 
of  product  quality. 

Although  these  programs  are  designed 
ultimately  to  benefit  the  farmer,  the  re- 
search results  are  available  to,  and  can  be 
effectively  used  by,  businesses  engaged  in 
the  processing  or  distribution  of  farm  and 
food  products.  In  fact,  any  benefits  to  the 
farmer  from  this  type  of  distribution  re- 
search must  come  as  a  result  of  the  imple- 
mentation of  research  findings  by  food 
processors  and  distributors  in  their  actual 
operations. 


A  similar,  but  less  extensive,  research 
program  in  distribution  and  operating 
methods  is  now  being  undertaken  by  the 
Fish  and  Wildlife  Service  of  the  Department 
of  Interior,  to  stimulate  the  marketing  of 
fish  and  fish  products.  These  activities  are 
conducted  primarily  for  the  purpose  of 
assisting  the  fishing  industry  in  the  develop- 
ment and  expansion  of  its  markets,  and  are 
expected  to  yield  valuable  information  for 
those  engaged  in  commercial  fishing  and 
in  the  distribution  of  fish  and  fish  products . 

Of  significance  in  measuring  market 
preferences  and  potentials,  are  the  detailed 
studies  of  family  spending.  Most  have  been 
conducted  by  the  Labor  and  Agriculture 
Departments. 

The  Department  of  Commerce  engages  in 
some  marketing  researchinconnection with 
its  regular  functions.  Some  of  the  results 
have  been  incorporated  in  the  publications 
"Selling  the  U.  S.  Market"  and  "Developing 
and  Selling  New  Products,"  the  latter  issued 
jointly  with  the  Small  Business  Administra- 
tion. Recent  emphasis  by  the  Office  of 
Distribution  has  been  directed  toward  the 
preparation  of  materials  illustrating  the 
use  in  market  research  of  government  in- 
formations and  statistics  on  market  charac- 
teristics. A  recent  publication,  Market 
Analysis  Tools --County  Business  Patterns, 
includes  a  number  of  case  histories  demon- 
strating specific  applications  of  data  on  the 
geographical  distribution  of  business  firms 
in  marketing  research. 

In  addition,  organizational  units  of  both 
the  Department  of  Commerce  and  Small 
Business  Administration  assist  in  identi- 
fying, for  general  business  use,  firms  en- 
gaged in  buying  and  selling  abroad,  trade 
associations  in  all  fields  of  business  ac- 
tivity, products  required  by  the  military  for 
national  defense,  or  programs  of  the  De- 
fense Department  for  the  disposal  of 
Government  surpluses.  These  activities  re- 
quire, for  the  most  part,  grass-roots  con- 
tacts rather  than  statistical  research,  but 
provide  marketing  information  of  interest 
to  business  generally. 

Dissemination  of  Information 

The  end  products  of  the  statistical  pro- 
grams, economic  analyses  and  research 
projects  referred  to  above  are  generally 
available  in  publications.  They  take  the 
form  of  research  volumes  or  general  com- 
pendiums,  periodicals  or  special  reports, 
manuals,  or  bulletins,  printed  by  the  Super- 
intendent of  Documents,  Government  Print- 
ing  Office    and  available  at  nominal  prices, 
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or  of  agency  reports  or  news  releases.  In 
preparation  for  this  Conference  a  list  of 
major  Government  publications  containing 
information  useful  in  distribution  research 
has  been  included  in  the  Report  which  will 
be  distributed  at  the  close  of  this  session. 

At  this  point  mention  should  be  made  of 
one  Government  publication  which  is  de- 
signed primarily  to  provide  information  on 
the  availability  of  market  data  and  publica- 
tions. The  Distribution  Data  Guide,  pub- 
lished monthly  by  the  Department  of  Com- 
merce Office  of  Distribution,  is  a  guide  to 
the  location  of  marketing  information  from 
all  agencies  of  the  Federal  Government  as 
well  as  from  private  sources.  Current  sig- 
nificant materials  useful  in  distribution  re- 
search are  selected,  listed,  and  annotated. 
A  semiannual  subject-matter  cumulative 
index  provides  a  ready  reference  to  the  ma- 
terials listed. 

A  number  of  Government  periodicals 
serve  to  disseminate  many  of  the  types  of 
information  previously  mentioned.  The  De- 
partment of  Commerce  Survey  of  Current 
Business,  and  Foreign  Commerce  Weekly; 
the  Department  of  Labor's  Monthly  Labor 
Review;  the  Federal  Reserve  Bulletin;  and 
such  Department  of  Agriculture  periodicals 
as  Agricultural  Marketing,  The  Marketing 
and  Transportation  Situation,  and  Agricul- 
tural Economics  Research,  serve  this  gen- 
eral purpose.  The  Construction  Review  pre- 
pared  and  published  jointly  by  the  Commerce 
and  Labor  Departments  includes  both  sta- 
tistical data  and  economic  analyses  relating 
to  all  types  of  construction.  Other 
periodicals  are  listed  in  the  survey  report. 

Of  special  interest  to  small  business  are 
the  series  of  Management  Aids  and  Small 
Marketers  Aids  published  by  the  Small 
Business  Administration.  These  are  widely 
distributed  free  as  individual  aids,  and  also 
are  consolidated  into  annual  printed  book- 
lets for  reference  purposes.  Any  small 
business  man  can  obtain  these  aids  by 
requesting  that  he  be  placed  on  the  free 
mailing  list.  The  Small  Business  Manage- 
ment Series,  published  by  the  Small  Busi- 
ness Administration  also  contains  a  num- 
ber of  titles  relating  to  distribution. 

Each  of  the  major  agencies  is  continu- 
ously working  with  local  business,  pro- 
fessional and  academic  groups,  and  with  the 
business  press  through  its  field  repre- 
sentatives to  make  these  services  of  the 
Federal  Government  to  business  known  and 
used.  Nevertheless,  perhaps  better  and 
wider  dissemination  of  what  is  currently 
available,    and  more  leadership  towards  its 


greater  utilization  by  business,  may  consti- 
tute one  of  the  most  important  opportunities 
to  help  small  business  men  to  improve  their 
daily  operations,  and  to  stimulate  their 
growth  and  prosperity. 

Special  Studies,    Tabulations  and 
Direct  Assistance 

Direct  assistance  to  individual  firms  or 
groups  by  agencies  of  the  Federal  Govern- 
ment is  of  two  types: 

(1)  A  number  of  Federal  agencies  make 
special  studies  or  special  tabulations  of 
unpublished  information  for  individual  firms 
on  a  reimbursable  basis,  which  generally 
means  the  cost  over  and  above  the  original 
cost  of  collecting  the  data.  In  those  in- 
stances where  information  of  this  type  meets 
a  specific  need  for  marketing  information, 
this  method  of  obtaining  facts  is  extremely 
economical,  since  the  cost  of  special  tabu- 
lations is  nominal  compared  with  the  cost 
of  collecting  such  data.  The  Bureau  of  the 
Census,  Bureau  of  Labor  Statistics,  Bureau 
of  Mines,  and  Fish  and  Wildlife  Service 
are  among  agencies  which  provide  this  type 
of  service. 

(2)  A  less  formal,  but  highly  significant, 
service  to  those  engaged  in  distribution  re- 
search which  all  agencies  of  Government 
provide  to  some  extent,  is  the  assistance 
given  through  individual  consultations  and 
correspondence.  In  some  cases,  this  type 
of  service  is  a  primary  function.  In  other 
cases,  it  is  an  adjunct  to  the  regular  func- 
tion of  public  information. 

The  field  offices  of  the  Department  of 
Commerce  alone  process  some  60,000  to 
70,000  individual  inquiries  eachmonthfrom 
business  men  and  others  in  search  of  in- 
formation or  assistance  in  the  solution  to 
business  problems.  A  large  proportion  of 
these  relate  to  distribution.  The  Small  Busi- 
ness Administration  through  its  central  of- 
fice and  field  offices  encourages  the  owners 
of  small  businesses  to  call  upon  them  for 
individual  assistance  in  solving  marketing 
and  other  management  problems.  Other 
agencies  of  Government  serve  individual 
business  men  in  the  same  manner  within 
the  scope  of  their  responsibilities. 

It  has  been  possible  in  this  presentation 
to  touch  only  briefly  on  these  five  types  of 
assistance  which  agencies  of  the  Federal 
Government  provide  the  business  com- 
munity, and  which  can  be  used  in  the  de- 
velopment of  distribution  research  pro- 
grams: (l)  The  collection  and  tabulation  of 
statistical  data,  (2)  economic  analysis,  esti- 
mates,   and    industry    studies,    (3)    research 
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on  markets  and  marketing  operations,  (4) 
the  dissemination  of  marketing  information, 
and  (5)  direct  assistance  to  individual  firms 
with    their    immediate     specific    problems. 

All  of  these  activities,  services,  and  re- 
sulting publications  constitute  a  national 
treasure  chest  of  practical  value.  Here  is 
a  gold  mine  of  market  information  which 
has  never  been  fully  exploited,  especially 
by  the  smaller  firm. 

Efficient,  profitable  and  effective  distri- 
bution requires  the  existence  and  use  of 
factual  data.  One  cannot  intelligently  locate 
a  market  or  fully  reach  it  without  knowledge 
of  its  characteristics.  Perhaps  this  Con- 
ference will  point  the  way  to  a  more  general 
and  effective  use  by  the  smaller  firm  in 
distribution  research  of  marketing  infor- 
mation from  all  sources.  Such  aids  are 
voluminous,  but  the  average  small  firm  is 
at  a  disadvantage  in  seeking  them  out  and 
putting  them  into  practical  use.  Often  there 
is  need  for  selection,  analysis,  retabula- 
tion,  repackaging,  and  interpretation  to  con- 
vert these  aids  into  specific  practical 
marketing  research  tools  to  meet  the  needs 
of  the  individual  small  business.  If  one  of 
the  results  of  this  Conference  is  a  greater 
recognition  of  the  importance  of  distribu- 
tion research,  and  the  opportunities  for  its 
wider  use,  the  benefits  to  small  business 
and  to  our  economy  as  a  whole  will  fully 
justify    the    very   best   efforts    of   all   of   us. 

Manufacturer 

Case  History:  A.  T.  Dalton,  Vice-Pres- 
ident 
Chicago  Wheel  &  Manu- 
facturing Company 
Chicago,  Illinois 

There  are  thirty-five  producers  in  our 
industry.  Five  of  them  could  not  be  classi- 
fied as  small  business.  Three  names  of 
companies  in  our  industry  appeared  in  the 
Fortune  1957  list  of  five  hundred  leading 
United  States  business  enterprises.  Most 
of  the  small  producers  in  our  line  of  en- 
deavor make  an  incomplete  line  of  grinding 
wheels  or  abrasive  products.  Only  the  larger 
companies  make  a  complete  line.  Thus,  we 
have  a  difficult  marketing  and  distribution 
problem  which  makes  it  essential  that  we 
have  complete  marketing  data. 

Our  company  was  faced  with  the  problem 
of  establishing  definite  sales  potentials  and 
sales  quotas  for  the  territories  in  which  we 
operated.  We  emerged  from  World  War  II 
with  a  specialized  production  set-up  which 
would  definitely  restrict  our  sales  of 
abrasive  products  within  our  industry.  We 
needed    to    know   the    dollar    volume    that  we 


might  expect  to  formulate  our  long-range 
plans.  Our  equipment  and  plant  facilities 
had  to  be  utilized  to  the  fullest  to  secure 
the  necessary  income  to  live. 

Starting  with  industry  figures  available 
to  us  from  the  Grinding  Wheel  Institute,  we 
knew  the  total  sales  of  the  industry.  How- 
ever, our  interest  lay  in  establishing  our 
sales  potential  as  a  small  segment  of  that 
total  sales  figure.  To  establish  a  proper 
percentage,  we  used  our  known  sales  for 
various  years  and  applied  them  against  like 
figures  for  the  total  industry,  thus  estab- 
lishing a  reasonable  percentage. 

Next,  our  problem  was  to  determine  the 
location  of  our  firm's  potential  business. 
This  information  would  enable  us  to  establish 
realistic  sales  quotas,  develop  an  over-all 
sales  target  potential  and  fire  our  sales 
ammunition  in  the  direction  which  would 
assure  us  of  the  most  effective  results. 

We  selected  metal  fabricating  plants  as 
one  of  our  objectives.  Consulting  with  the 
Department  of  Commerce  brought  forth 
available  data.  We  utilized  the  County  and 
City  data  book--the  Statistical  Abstract  of 
the  United  States,  and  an  Annual  Survey  of 
Manufacturers  and  a  Census  of  Manufac- 
turers' Products  Supplement,  all  published 
by  the  Bureau  of  the  Census. 

In  addition  to  the  publications  I  have  men- 
tioned, we  found  others  issued  by  the  De- 
partment of  Commerce  and  Small  Business 
Administration  that  have  been  most  helpful 
in  suggesting  sales  outlets  and  new  avenues 
of  distribution  for  our  products.  Indeed, 
some  of  the  knotty  distribution  problems 
we  have  had  to  solve  have  been  materi- 
ally lessened  through  data  available  to 
us  from  Department  of  Commerce  publica- 
tions. 

After  our  figures  were  developedby  terri- 
tories and  assigned  to  representatives,  a 
running  check  was  kept  over  a  period  of 
years.  The  figures  were  found  to  be  re- 
markably accurate,  not  only  compared  to  the 
monthly  statistics  available  to  us  on  total 
sales  of  our  industry  but  to  statistics  from 
other  sources. 

We  immediately  began  turning  up  soft 
spots  in  our  sales  territories  through  use 
of  these  figures.  In  some  cases  we  were 
able  to  rectify  the  conditions;  in  others, 
we  are  still  grappling  with  the  problems. 
The  main  point  is  that  in  our  major  markets  , 
those  which  provide  our  greatest  sources 
of  income,  our  figures  proved  most  ac- 
curate. They  served  as  a  perfect  index  and 
guide  to  projecting  future  sales.  Without  the 
valuable  data  available  to  us  through  the 
Department  of  Commerce,  we  are  sure  that 
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we  would  have  made  some  expensive  errors 
in  calling  our  sales  shots.  More  important, 
through  use  of  these  services  we  may  have 
avoided  a  fatal  error. 

No  one  will  deny  the  need  in  a  manufac- 
turing business  for  careful  planning  and 
market  research.  The  small  manufacturer 
can  secure  a  large  amount  of  data  from  the 
Department  of  Commerce  that  will  permit 
him  to  project  his  sales  potential,  plan  his 
markets  and  then  work  his  plans.  Indeed, 
there  are  Government  publications,  many 
of  them  issued  by  the  Small  Business  Ad- 
ministration, that  specifically  point  out 
techniques  that  can  be  employed  by  the  small 
business  man  in  doing  a  creditable  job  of 
market  surveying  and  research. 

This  information  has  been  particularly 
valuable  to  Chicago  Wheel  and  Manufac- 
turing Company.  In  a  highly  competitive 
industry,  making,  as  we  do,  a  short  or 
incomplete  line,  it  is  essential  that  we  have 
authoritative  market  data.  Our  distribution 
and  sales  problem  is  somewhat  compounded 
and  more  difficult  than  that  of  our  larger 
competitors  who  have  a  complete  across- 
the-board  line. 

The  smaller  manufacturer  and  business 
man  should  take  advantage  of  the  wide 
variety  of  literature  available  to  him 
through  the  Department  of  Commerce.  The 
vast  store  of  knowledge  being  offered  gives 
him  an  opportunity  to  compete  with  larger 
establishments  in  his  line  of  endeavor  who 
may  have  complete  market  survey  depart- 
ments. Profit  margins  can  be  measurably 
increased  if  he  will  take  advantage  of  and 
put  into  practice  the  data  offered. 

While  it  is  true  that  a  specific  solution 
of  a  given  problem  is  not  always  available, 
certainly  careful  study  and  research  will 
frequently  suggest  avenues  to  the  small 
business  man  wherein  he  can  solve  that 
particular  difficulty. 

A  visit  to  a  field  office  of  the  Department 
of  Commerce  would  be  most  enlightening  to 
any  small  business  man.  These  offices  have 
facilities  designed  to  help  him.  Business 
services  provided  to  manufacturers,  whole- 
salers, retailers,  trade  associations,  trade 
publications,  advertising  agencies ,  research 
groups  and  financial  institutions  can  be 
utilized  by  the  individual  without  cost  or 
obligation,  or  at  least  without  great  cost. 
In  our  contacts  we  have  been  particularly 
impressed  by  the  experienced  personnel 
and  their  enthusiasm  in  assisting  in  the 
solution  of  specific  problems. 

In  the  field  of  foreign  commerce  we  have 
found    data    supplied  in  the  development  and 


maintenance  of  markets  to  be  most  helpful. 
We  have  been  able  to  uncover  distribution 
channels,  facilities  and  services,  together 
with  marketing  and  distribution  statistics 
that  have  helped  our  export  operations  con- 
siderably. 

May  we  suggest  that  you  examine  care- 
fully the  list  of  publications  available 
through  the  Department  of  Commerce  and 
call  upon  them  for  solutions  to  some  of  your 
specific  problems.  You  will  find,  as  we 
have,  that  they  are  doing  an  excellent  job, 
particularly  in  marketing  and  distribution 
channels . 

♦Manufacturer 

Case  History:  Michael  K.    Tudor,    Pres- 
ident 
Central  Machine  Prod- 
ucts Corporation 
Paterson,  New  Jersey 

While  doing  repair  work  and  remodelling 
various  kinds  of  machinery  in  our  business  , 
we  often  found  that  the  customer  was  in- 
terested in  converting  some  machine  in 
order  to  do  a  more  efficient  job  such  as 
increasing  the  output  or  overcoming  certain 
other  limitations  in  performance.  We  al- 
ways welcomed  new  kinds  of  problems  and 
the  opportunity  to  work  on  equipment  that 
was  new  to  us  because  we  could  thereby 
expand  our  knowledge  and  learn  about  what 
was  going  on  in  other  business  fields  and 
what  was  needed  by  those  industries.- 

One  day  a  customer  brought  in  a  colloid 
mill  which  needed  repairing.  At  the  same 
time,  he  told  me  that  the  machine  was  not 
quite  satisfactory  because  it  was  very  intri- 
cate and  posed  a  maintenance  problem.  It 
was  erratic  in  its  performance  and  did  not 
turn  out  a  uniform  product.  That  gave  me  an 
idea.  I  knew  that  similar  equipment  was  used 
in  chemical  plants  as  well  as  in  the  manu- 
facture of  paints,  shoe  polish  and  cosmetics  . 
I  also  learned  that  the  machine  I  was  repair- 
ing could  not  be  used  in  the  food  or  drug  field 
because  it  was  not  designed  for  sanitary 
operation. 

This  started  me  on  a  long-term  program 
of  research  and  development.  I  discussed 
the  need  for  such  a  machine  with  different 
kinds  of  manufacturers.  Using  the  statistics 
of  the  U.  S.  Department  of  Commerce  I 
studied  the  potential  markets.  The  Census 
of  Manufacturers  gave  me  data  on  the  num- 
ber of  plants  engaged  in  the  manufacture 
of  drugs,  chemicals,  paints,  food  products 
and  so  on.  It  also  showed  that  their  volume 
of    business     was    growing.    Production    and 
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sales  figures  published  in  the  Survey  of 
Current  Business  and  some  of  the  industry 
reports  together  with  what  I  learned  about 
the  increase  in  our  population  reported  by 
the  Department  of  Commerce  convinced 
me  that  the  country  needed  a  homogenizer 
which  would  meet  all  requirements  of  in- 
dustry. 

I  spent  10  years  in  perfecting  such  a 
machine;  one  which  would  be  suitable  for 
the  vast  food  industry  and  the  greatly  ex- 
panding drug  field,  as  well  as  for  the 
others.  I  also  saw  great  possibilities  in 
the  dairy  field  after  reading  a  report  on 
Dairy  Producers  and  Dairy  Production 
taken  from  the  1954  Census  of  Agriculture 
published  by  the  U.  S.  Department  of  Com- 
merce. 

The  Department  of  Commerce  and  also 
the  Greater  Paterson  Chamber  of  Com- 
merce, which  is  a  Cooperative  Office  of  the 
Department  of  Commerce,  have  always 
helped  me  to  locate  information  bearing  on 
business  problems  that  arose  from  time  to 
time. 

Our  homogenizer  is  already  in  use  in 
foreign  countries  as  well  as  in  the  United 
States.  We  have  worked  out  a  sales  plan  and 
are  setting  up  a  sales  organization  to  market 
it  on  a  broader  scale.  Having  gone  into  the 
subject  thoroughly,  we  have  every  reason  to 
believe  that  the  sale  of  our  homogenizer  in 
the  next  couple  of  years  will  amount  to 
several  times  our  current  billings. 

Manufacturer 

Case  History:  Conrad  Corsini,  President 
Independence  Engineering 

Company,  Inc. 
Treasurer,  Independence 

Plating  Corporation 
Paterson,  New  Jersey 


My  partner  Bruno  Marsilio  and  I  have 
had  engineering  experience  with  large  firms 
before  engaging  in  our  own  business.  Mr. 
Marsilio  holds  a  degree  in  mechanical  en- 
gineering from  Stevens  Institute,  Hoboken, 
N.  J. 

This  is  the  story  of  a  dual  enterprise 
started  in  1946  with  a  capital  of  $5000.  We 
started  the  Independence  Engineering  Co., 
Inc.  as  consultants  in  metal  finishing,  but 
soon  branched  into  the  manufacture  of  racks 
and  fixtures  for  the  metal  finishing  industry 
and  also  set  up  a  division  for  some  metal 
finishing  operations  of  our  own.  In  the  last 
few  years,  Independence  Engineering  has 
also    gone    into   the  manufacture  of  dies  and 


molds  for  the  plastics  and  rubber  industries. 

During  the  early  days  our  metal  finishing 
business  was  operated  as  an  accommoda- 
tion to  special  customers.  We  were  more 
interested  in  manufacturing  our  own  end 
products.  As  we  studied  the  picture  it  ap- 
peared to  us  that  the  opportunity  for  a  good 
metal  finishing  business  existed  if  we  would 
devote  ourselves  to  going  after  it  properly. 
We  concluded  that  our  best  plan  was  to 
organize  a  separate  company  for  this  pur- 
pose, and  in  1951  we  setup  the  Independence 
Plating  Corporation  with  funds  provided 
largely  by  the  engineering  company.  The 
metal  finishing  company  took  over  the  metal 
finishing  business  from  the  original  com- 
pany. This  in  1951  amounted  to  an  annual 
volume  of  only  $10,000  and  had  been  a 
losing  proposition.  However,  with  careful 
planning  we  built  the  metal  finishing  busi- 
ness to  a  very  satisfactory  volume,  making 
it  one  of  the  larger  and  best  operated  en- 
terprises in  its  field.  At  the  same  time  we 
developed  our  line  of  end  products  in  the 
original  engineering  company  so  that  our 
combined  volume  in  the  two  companies  ex- 
ceeded $650,000  in  sales  in  the  last  fiscal 
year  with  a  combined  employment  of  85  per- 
sons. We  might  add  we  do  not  feel  we  have 
reached  our  limit  and  we  expect  to  continue 
to  grow  by  continuing  to  employ  the  same 
methods  that  have  proven  successful  in  the 
past. 

Through  our  previous  employment  with 
large  firms  we  came  to  realize  the  impor- 
tance of  facts,  of  knowing  as  much  as  pos- 
sible about  our  products,  what  kind  of  per- 
sons or  firms  can  use  our  products,  and 
where  those  potential  users  are  located, 
meaning  in  what  types  of  consumer  in- 
dustries can  our  products  be  used  and  in 
what  areas  of  the  country  are  they  located. 
Facts  like  these  are  not  only  a  guide  to  the 
selection  and  development  of  our  product 
line,  but  also  help  in  our  sales  and  distri- 
bution planning. 

We  found  most  of  the  information  we 
needed  in  the  publications  of  the  U.  S.  De- 
partment of  Commerce  and  supplemented 
this  by  some  additional  investigations  in 
various  trades  and  industries.  The  U.  S. 
Census  of  Manufactures  told  us  what  kinds 
of  manufacturers  were  turning  out  more 
goods  to  serve  our  growing  population.  We 
figured  that  they  would  be  needing  some  of 
this  things  we  make  or  can  make,  or  they 
might  need  additional  or  replacement  equip- 
ment and  parts  and  that  we  might  supply 
some  of  the  items  to  go  into  that  equipment 
or   parts.  For  example,  we  found  that  auto- 
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mobile  hardware,  business  machines,  surgi- 
cal supplies,  as  well  as  others  looked  like 
fertile  fields  for  our  products.  In  1953  we 
also  developed,  and  are  marketing,  a  piece 
of  production  equipment  for  metal  finishing 
plants  which  is  a  substantial  cost  saver. 
This  now  accounts  for  a  considerable  por- 
tion of  our  manufacturing  sales. 

The  Census  figures  not  only  told  us  the 
number  and  location  of  the  plants  we  could 
serve  but  the  figures  on  "value  added  by 
manufacture"  showed  how  they  were  grow- 
ing. 

In  addition  to  the  Census  data,  we  found 
current  figures  on  production  in  the  monthly 
"Survey  of  Current  Business."  The  "Facts 
for  Industry"  series  and  other  Department 
of  Commerce  studies  have  also  been  helpful 
from  time  to  time. 

Much  of  the  Commerce  material  we  have 
used  has  been  furnished  us  through  the 
Greater  Paterson  Chamber  of  Commerce, 
which  is  a  Cooperative  Office  of  the  U.  S. 
Chamber  of  Commerce. 

Manufacturer 

Case  History:  Fred  F.  Stockwell,  Pres- 
ident 
Barbour  Stockwell  Com- 
pany 
Cambridge,  Massachusetts 

Our  company,  which,  in  its  98thyear,  was 
in  quite  poor  financial  condition,  can  look 
forward  to  next  year- -our  100th- -with  its 
head  up  and  a  good  balance  sheet. 

The  success  that  we  have  had  is  due  in 
part  to  fellows  like  Ed  Stewart,  HerbDenner, 
and  Dave  Buell,  and  others  from  the  Small 
Business  Administration. 

The  firm  as  presently  constituted,  is  the 
result  of  a  series  of  mergers  of  small 
firms  engaged  in  making  different  types  of 
machinery.  Originally  the  principal  product 
was  bakers'  and  confectioners*  machinery. 
As  time  went  on,  the  tracks  for  the  first 
horsedrawn  street  railway  were  cast  in  the 
foundry  and  machined,  and  gradually  this 
work  accounted  for  a  large  part  of  the  com- 
pany's output.  Quick  action  vises,  sewer 
castings,  arch  protectors  for  steam  boilers, 
power  hammers  and  other  items  were  added 
through  mergers  or  developments.  Among 
our  accomplishments  we  pioneered  many 
items  such  as  the  manufacture  of  castings 
and  machinery  for  the  first  iron  lung,  and 
the  first  frozen-ice-cream-mix-dispensing 
machine. 

A  significant  event  took  place  when  Bar- 
bour Stockwell  Company  purchased  the 
Blanchard  Instrument  Company  in  the  ZO's. 


This  showed  the  vision  of  the  officers  in 
obtaining  a  line  that  would  broaden  the 
scope  of  operations.  The  line  of  tachometers 
and  other  mechanical  instruments  for  use  in 
the  aire  raft,  marine  and  industrial  fields  has 
grown  over  the  years  and  this  division  now 
produces  about  50  per  cent  of  our  total 
volume. 

In  1955,  for  the  first  time  in  manyyears, 
Barbour  Stockwell  was  without  a  Stockwell 
at  the  helm.  My  Dad  had  retired  in  1953, 
and  my  uncle  passed  away  very  suddenly  in 
195  5.  At  that  time  I  was  asked  to  head  the 
company. 

My  background  and  experience  had  been  in 
the  field  of  industrial  real  estate.  In  this 
business  I  had  worked  closely  with  a  num- 
ber of  successful  firms  who,  because  of  their 
success  and  growth,  were  looking  for  new 
and  larger  quarters.  I  had  to  become 
familiar  with  their  problems,  financial  as 
well  as  operational,  in  order  to  relocate 
them  in  the  proper  way.  This  background,  I 
found,  was  extremely  helpful  in  my  new 
endeavor. 

One  very  important  lesson  I  soon  learned 
was  to  take  advantage  of  information  avail- 
able to  all  but  not  used  by  many.  If  busi- 
nessmen would  make  the  effort  to  use  publi- 
cations and  services  made  available  by  the 
Small  Business  Administration,  Department 
of  Commerce,  State  and  Federal  agencies, 
the  Federal  Reserve  Bank  and  others,  they 
would  benefit  greatly. 

My  previous  contacts  with  the  Regional 
Director,  Ed  Stewart,  while  in  the  real 
estate  business,  made  me  think  of  him  im- 
mediately when  I  started  at  Barbour  Stock- 
well.  He  had  been  helpful  to  me  before  on 
several  occasions  and  when  I  called  on  him 
to  renew  acquaintances  we  had  a  long  talk 
and  went  over  my  problems  very  thoroughly. 
He  listened  to  my  story  and  gave  me  some 
concrete  suggestions. 

One  of  Ed  Stewart's  suggestions  was  to 
sit  down  with  Herb  Denner,  New  Products 
Specialist  for  Small  Business  Administra- 
tion, and  tell  him  my  story,  especially  since 
it  pertained  to  our  problem  of  finding  new 
and  up-to-date  products  or  contacts  .  I  came 
to  know  Herb  best  and  this  relationship  has 
been  a  continuing  one. 

He  helped  us  gather  up-to-date  informa- 
tion on  bidding  procedures  for  Government 
contracts  and  put  us  in  touch  with  several 
people  who  were  looking  for  a  company  such 
as  ours  tc  have  work  done.  He  also  gave  us 
information  and  put  us  in  touch  with  people 
who  had  new  products  to  sell  or  license,  or 
were  looking  for  a  manufacturing  tie-in  for 
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an  item  which  they  had  developed.  To  date, 
none  of  the  product  suggestions  have  been 
adopted,  but  we  have  two  under  serious 
consideration  at  this  time. 

Dave  Buell  was  also  most  helpful,  pri- 
marily in  lining  up  companies  with  whom  we 
could  do  business  and  also  on  Government 
contract  work.  The  SBA  field  men  didn't 
just  throw  a  few  pamphlets  at  me  and  say, 
"Here,  take  these  and  read  them  through, 
you're  liable  to  find  something  of  interest 
in  them."  Instead,  they  literally  took  me  by 
the  hand,  went  over  my  problems  patiently 
and  understandingly,  got  at  the  nub  of  things, 
gave  me  specific  suggestions  andhelpedme 
to  get  off  on  the  right  foot. 

Once  we  digested  the  original  information 
we  were  given--the  business  leads,  the  new 
products,  and  the  Government  contract  work 
--we  concentrated  most  of  our  time  with 
Small  Business  Administration  on  sales, 
distribution  and  marketing  problems. 

With  the  development  of  new  products, 
both  from  within  our  company  and  from  out- 
side sources,  our  sales  problems  grewtoa 
point  where  we  needed  help.  Heretofore  we 
had  handled  our  sales  program  from  the 
factory  with  company  salesmen.  The  time 
had  come,  however,  to  increase  our  cover- 
age. Although  it  took  some  study  to  deter- 
mine how  the  coverage  should  be  handled, 
with  the  help  of  the  men  from  Small  Busi- 
ness Administration  and  others,  we  arrived 
at  the  plan  of  using  manufacturers'  repre- 
sentatives. As  a  result  of  this  new  sales 
approach,  our  sales  have  increased  but, 
even  more  important,  they  have  been  spread 
across  a  broader  base. 

Our  next  move  was  to  set  up  sales  ter- 
ritories and  make  market  studies,  and  here, 
too,  we  received  help  in  person  and  from 
publications  of  the  Small  Business  Admin- 
istration and  the  Department  of  Commerce, 
the  Federal  Reserve  Bank  of  Boston. 

With  this  research  behind  us,  we  got  our 
sales  program  off  the  ground  and  it  has 
been  working  well  ever  since. 


Retailer 
Case  History: 


B.  Charles  Stephany, 

President 
K.  Katz  and  Sons 
Baltimore,  Maryland 


K.  Katz  and  Sons  of  Baltimore  is  a 
specialty  mens'  wear  store,  in  business 
for  83  years,  selling  medium-price  and 
better-grade  men's  clothing,  ready-to-wear 
and  custom-tailored;  also  a  complete  line 
of  haberdashery  and  shoes. 


Probably  the  most  important  and  useful 
information  to  a  business  in  the  distribution 
field  is  knowing  to  what  degree  it  is  getting 
its  share  of  the  market  potential  of  the  area 
in  which  it  operates.  To  compare  its  own 
sales  figures  on  a  year-to-year  basis  is 
obviously  most  enlightening;  but  such  com- 
parisons can  give  a  false  picture  of  ac- 
complishment if  its  performance  is  not 
related  to  the  broader  performance  pattern 
of  the  entire  trading  area.  Figures  covering 
the  broader  field  are  much  more  difficult 
to  assemble  and  must  be  carefully  evaluated 
before  a  definite  pattern  is  suggested. 

The  most  complete  and  authentic  figures 
available  at  reasonable  cost  are  furnished 
by  the  Department  of  Commerce-,  Bureau 
of  Census  ,  in  their  Central  Business  District 
Statistics.  The  break-down  by  type  of  busi- 
ness is  complete.  Also,  the  charts  show 
clearly  the  marked  trend  of  business  away 
from  the  central  business  district,  con- 
current with  an  increase  both  in  number  of 
establishments  and  dollar  sales  of  the 
metropolitan  area,  or  what  we  retailers 
prefer  to  call  "suburbia."  These  Census 
of  Business  reports  substantiate  the  fact 
that  this  trend  is  not  only  in  your  city  or 
town,  but  is  practically  the  same  in  most 
cities  in  every  section  of  the  country.  The 
greatest  shortcoming  of  these  reports  is 
the  time  lag  between  the  actual  performance 
date,  the  date  of  publication  and  the  date 
of  availability  of  the  data.  Obviously  the 
development  of  such  data  requires  con- 
siderable time  for  collection,  processing, 
authentication  and  compilation.  However, 
the  last  of  these  reports  obtainable  at  the 
present  time—September  1957--is  basedon 
sales  and  data  of  1954.  This  greatly  limits 
the  value  and  usefulness  of  these  reports. 
It  would  seem  that  a  period  of  nine  months 
or  a  year  would  be  adequate  to  develop 
and  publish  such  data.  This  would  greatly 
enhance  the  value  of  the  data  for  use  by 
business  executives. 

Less  complete  than  the  Census  of  Busi- 
ness reports,  but  more  up-to-the-minute 
are  the  Federal  Reserve  department  store 
figures  issued  on  a  weekly  and  monthly 
basis.  In  some  localities,  these  are  divided 
into  central  business  districts  and  metro- 
politan areas.  These  reports  are  invaluable 
in  comparing  one  company's  sales  with 
those  of  other  like  businesses. 

At  the  present  time,  long-range  planning 
(five-year  minimum)  is  greatly  facilitated 
by  the  Census  of  Business  reports  used  in 
series.  For  example,  the  growth  of  suburban 
activity     could     not     be     better    illustrated 
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than  by  referring  to  a  series  of  these  re- 
ports. The  dip  in  sales  in  central  business 
districts  has  led  us,  like  many  firms,  to 
put  our  eggs  in  suburban  baskets  and  this 
trend  seems  to  be  continuing.  But  should 
a  turn  in  this  path  take  place,  it  is  most 
important  that  we  are  aware  of  it  as  soon 
as  possible.  "Guesstimating"  can  be  very 
costly  and,  in  the  case  of  small  businesses , 
even  fatal  if  its  results  are  too  far  wrong 
or  too  late  in  sensing  a  trend. 

♦Retailer 

Case  History:  Arnold  Summers,  Presi- 
dent 
Midtown  Camera  Ex- 
change, Inc. 
New  York  City 

We  are  engaged  in  the  retailing  of  cameras 
of  all  types,  photographic  equipment  and 
supplies.  We  also  maintain  a  separate 
studio  for  portrait  and  commercial  photog- 
raphy. We  accept  commissions  for  photo- 
graphing comprehensive  wedding  stories, 
industrial  studies,  convention  reports,  etc. 
I  started  this  business  after  considerable 
experience  as  photographic  instructor  and 
producer  of  training  films  in  the  Army, 
salesman  and  manager  of  large  photo 
equipment  retail  establishments.  My  prob- 
lem was  to  create  a  friendly  retail  shop  in 
which  sales  approach,  stock  selection,  in- 
ventory control  and  pricing  policies  would 
result  in  maximum  sales  under  profitable 
operating  ratios. 

I  realized  that  in  a  small  shop  it  would 
be  impossible  to  carry  complete  lines  of 
all  cameras  and  equipment  in  every  price 
range.  Since  I  am  reasonably  expert  in 
photography,  cameras  and  equipment,  I 
selected  for  my  stock  the  best  cameras  and 
equipment  in  each  price  range.  I  made  a 
careful  selection  of  qualified  personnel  and 
personally  supervised  on-the-job  training 
to  develop  the  most  effective  sales  approach. 

I  have  built  my  sales  policy  around  the 
following  elements: 

1.  Friendly,  courteous,  helpful  sales 
approach; 

2.  Pleasing  display  of  merchandise; 

3.  Basic  stock  of  merchandise  in  all 
price  ranges; 

4.  Prices     comparable    with    quality   yet 


geared  to  the  low  overhead  of  a  small  shop; 

5.  Completely  truthful  statements  about 
goods  and  services; 

6.  Attractive  surroundings  - -convenient 
location. 

The  single  employee  for  the  shop  was 
carefully  chosen  for: 

1.  Good  health,  intelligence,  dignified 
bearing,  good  voice,  ability  to  wear  clothes 
well,  cleanliness; 

2.  Courteous,  friendly  attitude,  sincerity; 

3.  Enthusiasm,  tact,  industriousness  . 

Having  selected  this  individual,  on-the- 
job  intensive  training  was  instituted  to 
develop  professional  knowledge  of  the  items 
to  be  sold  with  respect  to  quality,  price, 
operation  and  care.  Methods  were  developed 
to  determine  buying  motives  and  needs  of 
the  customer.  "Hard  selling"  was  decried; 
haste  and  "push"  were  never  used.  A 
leisurely,  helpful,  constructive  manner  was 
developed  to  the  point  where  the  customer 
never  felt  he  was  being  "sold" --he  felt 
rather  that  he  himself  was  the  expert 
making  a  careful  and  intelligent  selection 
to  fill  his  needs. 

In  developing  my  business,  I  made  full 
use  of  the  following  services  of  the  U.  S. 
Department  of  Commerce: 

1.  Personal  consultation  with  field  office 
personnel; 

2.  Business  Service  Bulletins;  and 

3.  Bureau  of  Census  material. 
Basically,   my  problems    did   not   at  first 

seem  difficult,  however,  I  later  found  out- 
side help  extremely  useful.  I  had  consulta- 
tions with  personnel  of  the  U.  S.  Depart- 
ment of  Commerce  Field  Office  in  New 
York  who  reclassified  my  basic  problems 
into  its  many  categories  and  gave  me  back- 
ground material  covering  operating  ratios, 
sales  and  sales  training,  purchasing,  in- 
ventory control,  merchandise  arrangement 
and  display,  market  and  area  analysis  and 
the  like.  This,  added  to  our  own  "know-how" 
and  analyses,  has  helped  us  translate  our 
efforts  into  constantly  increasing  sales  and 
profits. 

We  feel  we  have  found  the  answer  for 
the  independent  operator  who  says  he  can't 
compete  with  price-cutting  chains-- 
personalized  expert  service,  conveying  to 
customers  a  feeling  of  friendliness  which 
brings  them  back  to  the  shop. 
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HOW  THE  STATE  CAN  BE  OF  ASSISTANCE  TO  SMALL  BUSINESS 
William  D.  Carlebach 
First  Deputy  Commissioner  of  Commerce 
State  of  New  York 


Albany,  New  York 

Surely  we  are  all  aware  of  the  importance 
of  small  business  to  the  economy  of  our 
country.  Of  the  more  than  550,000  active 
business  firms  in  New  York  State,  94  per- 
cent employ  fewer  than  twenty  persons; 
and  more  than  97  percent  employ  fifty  or 
less.  Approximately  half  of  our  working 
people   are  employed  by  these  small  firms. 

Not  only  the  great  number  of  small 
business  concerns,  but  their  wide  diversity 
assures  a  stability  and  balance  in  New 
York  State's  over-all  economy  that  I  think 
is  unequalled  elsewhere.  The  continued 
prosperity  of  small  business  is  vital  to 
New     York     State's     economic    well-being. 

When  Governor  Harriman  took  office, 
he  turned  his  attention  to  the  mounting 
and  highly  complex  problems  faced  by 
the  State's  small  business  men.  There 
seemed  to  be  two  areas  in  which  the  State 
could  take  positive  action.  The  first  was 
to  create  a  new  source  of  funds  to  provide 
sorely  needed  equity -money  and  medium- 
term  loans  at  reasonable  rates  to  small 
businesses.  The  second  was  to  provide 
technical  assistance.  Significant  aid  to  small 
business  through  tax  adjustment  was  deemed 
to  be  clearly  a  federal  rather  than  a  state 
responsibility. 

The  Governor  recognized  that  the  small 
business  man  is,  by  his  very  nature,  in- 
dependent, wanting  neither  to  be  coddled, 
nor  to  be  subsidized.  What  he  does  want 
is  a  fair  chance  to  meet  competition  on 
equal  footing  and  an  opportunity  to  grow 
if  he  is  able. 

As  to  the  first  action  taken: 

Even  in  1955,  one  of  the  major  problems 
facing  small  business  was  to  obtain  medium- 
term  money  at  reasonable  rates  and  on  rea- 
sonable terms.  SEC  studies  showed  that 
to  raise  as  large  a  sumas  $400,000  through 
investment  banking  channels  cost  a  net  of 
18  per  cent.  For  the  smaller  amounts 
needed  by  small  firms,  investment  banking 
channels  were  virtually  closed.  Many  a 
businessman  whose  working  capital  was 
drained  by  increased  business  was  forced 
to  seek  financing  from  factors  at  extreme- 
ly   high    rates.    Others    found    it    impossible 


to  raise  capital  for  new  installations.  Gov- 
ernor Harriman,  therefore,  pressed  im- 
mediately for  legislation  to  establish  the 
New  York  Business  Development  Corpora- 
tion in  order  to  provide  medium-term  money 
for  small  business  concerns  facing  growth 
problems.  To  date,  this  corporation  has 
authorized  43  loans  totalling  $5,328,000. 
Included  in  this  sum  are  bank  participa- 
tions. 

And  while  the  establishment  of  this  Cor- 
poration was  urged  by  a  Democratic  Gover- 
nor, and  unanimously  voted  into  being  by  a 
Republican-controlled  State  Legislature, 
there  is  not  one  cent  of  State  funds  in  the 
Corporation.  Rather  the  supporting  money 
has  come  from  the  banking  fraternity,  from 
insurance  companies,  from  industrial  con- 
cerns, and  from  private  individuals.  And 
with  the  exception  of  the  State  Commissioner 
of  Commerce,  who  serves  as  an  ex-officio 
member  of  the  Board  of  Directors,  no 
member  of  the  State  Government  is  in  any 
way  connected  with  the  operations  of  the 
Corporation. 

With  respect  to  technical  assistance,  the 
objective  here  was  to  make  available  to  the 
small  business  man  the  kind  of  technical 
advice  the  larger  corporation  gets  from  its 
staff  of  highly  paid  consultants.  After  care- 
ful study  and  following  a  series  of  trials  in 
communities  in  different  parts  of  the  State, 
we  have  developed  a  small  business  technical 
assistance  program.  It  works  this  way. 

Like    Gaul,    it    is    divided   in   three   parts: 

1.  Regional  panels  backbone  of  con- 
sultants drawn  from  larger  corporations 
and  successful  small  business,  and  from 
the  faculties  of  universities  and  technical 
institutes. 

2.  Small  Business  Workshops  to  help  the 
small  business  man  to  identify  his  own 
particular  problems,  and  to  bring  these 
problems  into  proper  perspective. 

3.  A  follow-up  system  of  assistance- - 
modelled  to  some  extent  after  the  Agri- 
cultural Extension  Service --to  provide  the 
small  business  man  with  a  source  of  expert 
particularized  assistance. 

The     regional    panel     is    the    backbone    of 
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the  Small  Business  Assistance  program. 
Its  members  serve  for  the  most  part  on 
a  volunteer  basis,  although  faculty  members 
are  paid  nominal  fees  for  actual  consulta- 
tion. The  panel  is  selected  to  provide  a 
cross -section  of  area  industry  and  a  wide 
variety  of  skills  and  specialties. 

It  is  only  after  the  regional  panel  has 
been  selected  and  is  ready  for  consulta- 
tion by  the  individual  businessman  that  the 
program     is     launched     in     a     given    area. 

The  initial  public  phase  of  the  program 
at  the  community  level  is  the  Small  Busi- 
ness Workshop.  Its  purpose,  as  noted  above, 
is  to  help  the  businessman  identify  his  own 
problems  and  to  afford  him  a  perspective 
on  his  business  operations. 

Subject  matter  for  workshops  is  chosen 
by  the  local  business  groups  in  conference 
with  the  staff  of  the  New  York  State  Depart - 
ment  of  Commerce.  Subjects  are  chosen 
for  timeliness  and  with  specific  application 
to  local  problems. 

Workshop  programs  are  customarily  di- 
vided into  two  sections,  one  for  manufac- 
turing industries,  and  the  other  for  retail, 
distribution  and  service  concerns.  However, 
certain  departures  from  this  format  are 
made  for  areas  with  specialized  problems. 
For  example,  at  the  Saranac  Lake  Work- 
shop, held  last  March,  there  was  a  work- 
shop section  devoted  to  the  tourist  industry, 
as  well  as  one  for  retail  business. 

Each  workshop  section  is  further  divided 
into  two  sessions:  the  morning  workshop  at 
which  business  experts  present  new  de- 
velopments in  business  practice  and  opera- 
tion, and  afternoon  "shirt-sleeve"  sessions 
at  which  businessmen  focus  attention  on 
their  individual  problems  through  free  dis- 
cussions with  the  panelists. 

The  result  of  the  workshop  session  is 
to  identify  for  the  individual  businessman 
those  areas  in  his  own  operation  which  can 
be  improved  through  consultation  and  as- 
sistance. Available  to  him  at  this  point  is 
the  follow-up.  system  of  the  program. 

By  applying  the  format  of  the  Agricultural 
Extension  Service  to  small  business  assist- 
ance, the  Department  in  effect  has  put  its 
Regional  Managers  in  much  the  same  posi- 
tion as  the  County  Agricultural  Agent-- 
although  each  Manager  serves  several  of 
the  57  upstate  counties.  Requests  for  as- 
sistance by  small  business  men  are  chan- 
nelled through  the  Regional  Manager,  who 
holds  a  series  of  consultations  - -including 
local  visits  to  the  business--in  order  to 
help  the  businessmen  more  closely  identify 
the  trouble  spots  in  his  operation. 


In  some  cases  the  Regional  Manager --a 
qualified  business  consultant- -can  make 
suggestions  and  give  assistance  on  the 
spot.  If  he  cannot  provide  a  solution,  he 
will  refer  the  problem  to  one  of  the  De- 
partment's staff  business  consultants  for 
analysis  of  the  problem  and  suggestions 
for  further  procedure  in  the  solution  of 
the  problem. 

When  the  required  type  of  specialist 
is  not  available  with  the  Department,  or 
where  knowledge  of  regional  conditions 
is  a  prime  consideration,  referral  is  then 
made  to  a  member  of  the  regional  panel, 
who  meets  with  the  Regional  Manager 
and  the  businessman. 

Where  a  solution  can  be  devised,  or  a 
course  of  action  indicated  in  this  sequency 
of  consultation,  it  will  be  provided.  How- 
ever, the  Department  has  no  intention  of 
competing  with  professional  business  con- 
sultants. Where  a  problem  requires  a 
long-range  assistance  and  direction,  it 
will  advise  that  a  businessman  retain  a 
professional  consultant  to  assist  him. 

The  most  important  advantage  of  this 
follow-up  system  lies  in  its  availability 
to  the  small  business  man  on  an  immedi- 
ate basis,  within  his  own  area,  from  people 
who  are  not  only  professionally  qualified, 
but  who  are  well  acquainted  with  the  re- 
gional aspects  of  his  problem. 

Also  available  through  the  follow-up  sys- 
tem are  the  services  of  the  New  York  State 
School  of  Industrial  and  Labor  Relations  at 
Cornell  University.  The  School  willprovide 
members  of  its  faculty  for  individual  con- 
sultation, and  for  special  courses  requested 
by  local  business  groups. 

During  1956,  nine  workshops  were  con- 
ducted: two  in  New  York  City,  three  in  the 
Mohawk  Valley,  three  in  the  St.  Lawrence 
Valley  and  one  in  Central  New  York.  To 
some  extent,  each  of  these  workshops  was 
experimental  and  resulted  in  some  change 
in  format  or  content.  Approximately  1,000 
small  business  men  attended  these  meet- 
ings, and  the  results  were  uniformly  satis- 
factory--judging  by  comment  and  interest 
created  by  the  workshops. 

Seven  more  workshops  were  conducted 
during  the  first  half  of  1957  with  average 
attendance  of  about  130.  The  latter  half 
of  this  year  will  see  at  least  five  more 
workshops  bringing  the  two-year  total  to 
twenty. 

We  can  pinpoint  some  of  the  beneficial 
effects  of  the  program.  In  those  areas 
where  the  program  has  been  carried  out, 
there  is  a  general  feeling  of  well-being  and 
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confidence  in  the  small  business  community. 
The  new  analytical  tools,  the  new  ideas 
developed  in  the  workshops  have  given  the 
smaller  business  man  a  sense  that  his 
problems  can,  indeed,  be  worked  out.  We 
feel  that  this  has  substantially  increased 
the  resiliency  of  the  small  business  firm. 
In  the  St.  Lawrence  Valley  and  the  Mo- 
hawk Valley  where  we  have  run  enough 
workshops  to  reach  a  significant  pro- 
portion of  the  total  small  business  popu- 
lation, we  feel  the  program  has  truly 
strengthened  the  entire  small  business 
structure. 

Individual  businessmen  have  made  use 
of  the  follow-up  procedures  previously 
outlined.  As  an  example  in  the  distribution 
field --we  had  the  case  of  a  glove  manu- 
facturer who  had  an  opportunity  to  secure 
a  larger  and  more  modern  plant  but  who 
lacked  the  market  to  use  the  new  facilities 
profitably.  This  was  a  second  generation 
family  business  that  had  concentrated  its 
efforts  on  Army  contracts  and  on  sub- 
contract work  for  other  glove  concerns. 
The  management  lacked  experience  outside 
of  the  manufacturing  field.  The  problem  was 
pinpointed  in  a  workshop  session.  As  a 
result  of  the  consultations  that  followed 
the  workshop,  the  manufacturer  is  setting 
up  a  national  distribution  system  using 
regional  salesmen  for  the  retail  trade. 
Potential  sales  territories  have  been  de- 
lineated, some  salesmen  recruited  and 
ads  written.  Department  specialists  have 
guided  the  manufacturer  in  each  step;  they 
have  advised  him  and  they  have  made 
available    to    him    outside    advice    as    well. 

In  a  North  Country  workshop,  a  whole- 
sale building  materials  distributor  felt 
that  somehow  there  should  be  an  expansion 
possible  for  him,  but  he  wanted  guidance 
and  help  on  his  next  move.  Following  con- 
sultations between  the  distributor  and  his 
principal  supplier  a  new  distribution  area 
was  determined,  a  branch  warehouse  was 
located  and  purchased.  He  is  now  success- 
fully   in   business  in  this  broader  territory. 

These  are  just  two  examples,  but  they 
illustrate  two  major  requirements  in  a 
technical  assistance  program  for  small 
business.  To  be  effective  it  must  become 
involved  in  the  details  of  the  particular 
small  business  operation.  Assistance  must 
be  made  available  on  the  local  level  and, 
in  a  surprising  number  of  cases,  knowledge 
of  local  economic  conditions  is  essential. 
At  the  same  time,  as  in  the  case  of  the 
glove  manufacturer,  familiarity  with  na- 
tional distribution  methods  is  basic. 


I  would  impose  on  you  for  a  few  moments 
to  deal  more  particularly  with  the  market 
research  assistance  available  through  the 
Small  Business  Assistance  Program. 

When  a  request  for  market  research  in- 
formation is  received  by  a  Regional  Man- 
ager, it  is  handled  one  of  two  ways.  Because 
of  his  intimate  knowledge  of  his  territory, 
the  Regional  Manager  may  be  able  to  provide 
the  necessary  information.  In  most  in- 
stances, one  of  the  local  panelists  will  be 
a  specialist  in  market  research,  and  will 
be  able  to  provide  any  additional  informa- 
tion that  may  be  needed. 

When  the  request  goes  beyond  regional 
scope,  it  is  forwarded  to  our  Albany  office. 
Here  the  Division  of  Economic  Development 
compiles  marketing  data  utilizing  indices  of 
business  conditions,  economic  analyses, 
and  a  wide  variety  of  pertinent  data  available 
from  Federal  agencies,  other  State  depart- 
ments (such  as  the  Departments  of  Labor 
and  of  Education)  as  well  as  from  various 
Commerce  Department  reports  and  studies. 

In  addition,  this  Division  of  the  State 
Department  of  Commerce  publishes  Busi- 
ness Fact  books.  These  exist  for  each 
region,  and  for  the  State  as  a  whole,  and 
contribute  census  data  and  statistics  on 
business  activity  by  area,  and  by  com- 
munity. With  access  to  all  of  the  above 
information,  the  Division  of  Economic  De- 
velopment puts  together  a  finished  market 
research  report  which  is  channelled  through 
the  Regional  Manager  to  the  originator  of 
the  request. 

There  is  considerable  demand  for  this 
service,  not  only  from  individual  business 
men,  but  also  from  the  Department's  In- 
dustrial Location  Bureau.  Not  infrequently 
an  entire  community  will  request  similar 
material.  In  this  case  the  reports  take  the 
form  of  "Shopping  Habit  Surveys". 

Because  many,  if  not  all  of  you  here 
today  are  interested  in  the  growing  cost 
of  Government,  you  might  be  interested  in 
knowing  that  for  the  "Shopping  Habit  Sur- 
veys" we  put  the  citizenry  to  work,  thereby 
not  only  effecting  a  saving  to  the  taxpayer, 
but  giving  a  sense  of  participation  to  those 
who  have  sought  Government  aid. 

Again  it  is  the  Regional  Manager  who 
serves  as  the  initial  contract  between  the 
public  and  the  Department.  Normally,  the 
request  for  a  "Shopping  Habit  Survey" 
will  originate  with  the  local  Chamber  of 
Commerce  or  its  equivalent.  A  business 
consultant  from  our  Albany  office  will  ac- 
company the  Regional  Manager  to  a  meet- 
ing   with    local    civic     leaders,    and   at   this 
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meeting  the  program  will  be  delineated. 
A  schedule  of  events  will  be  formulated, 
a  survey  aimed  at  getting  the  required 
answers  written  and  the  help  of  all  civic 
organizations  in  the  community  sought. 
The  actual  printing  of  questionnaires,  their 
distribution  to  residents  and  shoppers  and 
all  local  publicity  is  handled  from  that  point 
on  by  the  sponsoring  groups.  The  State 
Department  of  Commerce  then  analyzes 
the  returns  and  prepares  a  report  on  which 
local  merchants  can  base  future  actions. 
Such  a  report  may  uncover  a  hitherto  un- 
recognized demand  for  products  not  carried 
locally.  In  brief,  we  will  have  provided  a 
market  research  report,  the  legwork  having 
been  done  by  the  community,  the  analysis 
performed  by  the  State  Department  of 
Commerce. 

Manufacturer 

Case  History:    Dominic  S.  Papa 

Mario  Papa  &  Sons,  Inc. 
Glover sville,  New  York 

I  am  a  manufacturer  of  leather  dress 
gloves.  Our  problem  has  been  to  get  na- 
tional distribution  of  our  product  in  the 
most  economical  manner  possible  and,  at 
the  same  time,  to  obtain  the  broadest  pos- 
sible coverage. 

We  have  of  late,  through  the  cooperation 
of  glove  leather  tanners,  developed  awash- 
able  leather,  identified  as  LaunderLeather. 
It  takes  its  name  from  the  fact  that  it  can 
laundered  as  easily  as  any  other  garment 
and,    if  necessary,  in  the  washing  machine. 

Our  merchandise  is  highly  competive 
owing  to  the  fact  that  we  are  forced  to 
compete  with  low-cost  foreign  imports 
and  because  of  our  inability  to  secure  a 
compensatory  tariff. 

Specifically,  leather  glove  salesmen  are 
our  problem.  Inasmuch  as  territories  are 
necessarily  limited  in  the  amount  that  one 
may  sell,  our  traveling  men  need  extra 
compensation  to  overcome  the  high  cost 
of  traveling.  At  the  same  time,  we  must 
give  them  the  proper  remuneration  for 
their  work. 

It  was  my  privilege  to  attend  a  Small 
Business  Conference  sponsored  by  the  New 
York  State  Department  of  Commerce  where 
I    brought   this    problem   to   their   attention. 

They  called  in  an  expert,  who  assisted 
us  with  our  sales  and  distribution  problem. 
By  taking  advantage  of  their  suggestions 
and  advertising  in  trade  papers  to  sales- 
men who  carry  multiple  lines,  we  were 
able  to  contact  many  who  are  interested 
in  adding  a  glove  line. 


Admittedly,  we  cannot  get  away  from 
the  fact  that  a  salesman  carrying  a  single 
line  may  do  a  better  business;  however, 
owing  to  the  nature  of  our  product,  our 
only  recourse  was  to  look  to  those  who 
can  add  an  additional  line  and  still  not 
interfere  with  their  operations. 

To  date,  it  has  worked  very  well  for 
us,  and  having  men  working  for  us  on  a 
strictly  commission  basis  gives  us  ex- 
cellent control  of  our  selling  costs  and 
expenses. 

No  doubt  there  are  many  here  today 
who  face  a  similar  problem  and  I  would 
like  to  suggest  to  those  who  do  that  they 
consider  advertising  in  their  respective 
trade  papers  for  salesmen  who  would  be 
willing  to  carry  a  companion  item. 

I  believe  further  that,  if  we  could  inau- 
gurate through  the  Employment  Services 
throughout  the  United  States  a  registra- 
tion for  salesmen  who  are  looking  for 
extra  lines,  it  would  be  a  great  help  to 
the  small  business  man  who  is  trying  to 
distribute  his  merchandise  to  the  retail 
trades  on  a  national  basis. 

These  registration  lists  could  be  inter- 
changed. For  example,  the  California  list 
could  be  exchanged  with  those  of  other 
states,  so  that,  for  example,  companies 
who  are  looking  for  salesmen  west  of 
Denver,  could  readily  locate  a  man  who 
might  suit  their  needs.  The  same  would 
be  true  of  western  producers  who  are 
looking  for  eastern  representatives. 

There  are  many  men  who  would  like 
to  secure  an  additional  line  but,  because 
records  are  not  available  in  any  one  central 
spot,  they  are  often  handicapped  in  making 
the  proper  connection. 

The  same  is  true  of  manufacturers,  who 
are  constantly  seeking  to  broaden  their 
markets.  I  feel  certain  that,  if  the  problem 
were  presented  to  our  Employment  Offices 
and  somehow  publicized  much  benefit  could 
come  to  industry  and  salesmen  needing 
these  services. 


♦Manufacturer 
Case  History: 


John  A.  Benson, 
Representative 

F.   E.  Hale  Manufac- 
turing Company 

Herkimer,  New  York 


A  request  was  made  by  this  firm  at  the 
Little  Falls  Workshop  for  advice  in  in- 
creasing the  efficiency  of  the  production 
of  tables  manufactured  by  this  firm. 
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In  discussion,  it  was  determined  that 
the  sub-contracting  of  table  tops  for  as- 
sembly would  increase  production  and 
should  lower  over-all  costs.  Professor 
Russell  C.  Deckert,  of  the  Department  of 
Forest  Utilization  at  the  College  of  For- 
estry, Syracuse  University,  Syracuse,  New 
York,  served  as  consultant.  Avilable  New 
York  State  manufacturers  were  secured 
to  serve  as  sub-contractors. 

This  case  illustrates  the  manner  in 
which  small  business  assistance  may  mush- 
room into  multiple  aid,  since  at  the  same 
time  a  solution  was  found  for  Mr.  Benson's 
problems,  business  was  secured  for  other 
New     York     State      small     business    firms. 

Distributor  Case 

History:    Mr.  Richard  Lindo 

President- Treasurer 
Minfelt  Wholesale  Company 
Water  town,  New  York 

I  believe  I  was  selected  to  come  here 
because  I  am  the  typical  amoeba  that  all 
of  you  are  studying  through  the  microscope. 
I  am  a  typical  small  business  man  with 
typical  problems;  therefore,  I  may  be  of 
some  help  by  outlining  my  business,  stating 
what  I  believe  my  problems  to  be  and  show- 
ing how  the  State  of  New  York  has  been  of 
assistance  to  me  in  solving  some  of  these 
problems. 

Ten  years  ago,  I  purchased  my  whole- 
sale building  materials  firm  which  had  at 
that  time  one  employee;  $87,000  in  annual 
sales;  a  negative  net  worth  represented  by 
notes  I  owed  for  the  purchase  of  the  busi- 
ness. I  had  a  regular  salaried  job  with 
another  firm  in  order  to  support  my  family. 
Since  then,  the  business  has  expanded  to 
four  branch  warehouses  covering  northern 
New  York,  twenty -two  employees,  and  over 
one  million  dollars  in  annual  sales.  During 
this  period  the  most  constant  factor  in  my 
business  has  been  change.  I  now  handle 
entirely  different  products  and  a  more 
diversified  line  of  products  than  originally. 
Personnel  has  changed  many  times  as  the 
business  expanded,  some  assuming  greater 
responsibilities  commensurate  with  their 
abilities  and  others  falling  by  the  wayside. 
My  bookkeeping  system  has  changed  from 
handwritten  invoices,  statements,  ledgers 
and  quarterly  profit -and -loss  statements, 
to  a  complete  machine  bookkeeping  system. 
The  business  form  has  changed  from  a 
husband-wife  partnership  through  a  single 
corporation  to  two  corporations.  Trans- 
portation  has    changed  from  a  non-delivery 


policy  to  a  fleet  of  six  trucks  which  ac- 
complish deliveries  as  far  as  130  miles 
away  from  each  branch.  I  even  felt  it 
necessary  as  recently  as  last  November 
to  purchase  an  airplane  and  learn  to  fly 
in  order  to  be  able  to  project  myself 
adequately  into  the  various  branches  and 
to  cope  with  problems  there  as  they  arise. 
Even  our  business  policies,  surprisingly 
enough,  have  undergone  a  considerable 
change  occasioned  by  variable  marketing 
trends  dictated  in  various  areas  by  manu- 
facturer and  consumer  practices. 

My  broad  over-all  problems  are  three- 
fold. The  first  has  to  do  with  finance,  which, 
as  I  understand  it,  is  not  the  subject  of  this 
Conference,  but  which  I  believe  should  be 
mentioned  as  being  a  basic  problem  for  the 
small  business  man  in  my  category.  My 
business  has  undergone  a  rapid  expansion 
in  the  past  several  years.  My  sales  have 
increased  approximately  35  percent  in  each 
of  the  last  two  years.  With  this  type  of  ex- 
pansion, there  is  not  generated  enough 
additional  equity  capital  to  finance  such 
a  continued  expansion.  I  have  therefore 
reluctantly  had  to  curtail  business  ex- 
pansion this  year  after  a  thorough  ex- 
ploration of  all  available  sources  of  equity 
capital.  My  corporation,  because  of  satis- 
factory sales  and  profits  records  has  been 
able  to  find  adequate  short -term  funds  but 
cannot  find  any  medium-term  funds. 

My  second  problem  is  competition  from 
the  small  business  man  who  has  started 
in  business  without  adequate  business 
knowledge  or  training.  I  have  no  problems 
from  the  large  competitors  or  from  the 
small  competitor  who  operates  wisely  and 
with  adequate  knowledge  of  methods  and 
principles.  These  operators  know  their 
costs,  watch  their  margins  closely.  A 
marginal  operator  typically  operates  from 
an  annual  profit -and-loss  statement  as 
his  only  business  guide.  He  starts  selling 
dollar  bills  for  $1.20  and  soon  learns 
that  he  can  generate  much  more  volume 
by  lowering  the  price  to  $1.10,  $1.05,  and 
finally  to  $0.98,  where  a  terrific  volume 
is  generated.  This  large  volume  beguiles 
the  manufacturer  into  the  over-extension 
of  credit.  Unfortunately,  this  man  remains 
on  the  scene  for  a  longer  period  of  time 
than  would  be  expected,  making  various 
items  completely  unprofitable  during  the 
period  he  is  in  business. 

My  third  problem  is  the  subject  of  this 
Conference,  distribution  and  research.  A 
small  business  man  must  be  an  expert 
in     the     field     of     labor     relations,     taxes, 
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fianance,  accounting,  business  law,  sales, 
public  relations,  transportation  and  pur- 
chasing. In  order  to  be  expert  in  all  of 
these  fields,  I  therefore  have  to  spend 
approximately  50  per  cent  of  my  time 
endeavoring  to  enhance  my  knowledge  on 
these  subjects.  Since  our  research  budget 
is  necessarily  limited,  this  takes  many 
forms:  I  do  a  great  deal  of  reading  of 
such  things  as  the  Wall  Street  Journal, 
the  Kiplinger  Letter,  Lasser's  Tax  Re- 
ports, Dun's  Review,  Time  and  various 
trade  journals.  I  belong  to  a  trade  as- 
sociation and  my  Chamber  of  Commerce. 
I  attend  various  meetings  and  read  many 
of  the  statistics  that  they  compile  for  my 
industry  and  my  locality.  I  use  my  sales 
representatives  and  manufacturers'  repre- 
sentatives to  keep  me  informed  on  market- 
ing problems  and  practices.  I  use  many 
Government  aids  which  are  put  out  by  the 
Department  of  Commerce,  Small  Business 
Administration  and  the  New  York  State 
Department  of  Commerce.  I  am  constantly 
trying  to  glean  ideas  from  knowledgeable 
people  who  call  on  me,  such  as  manu- 
facturers' executives,  Government  repre- 
sentatives, Dun  and  Bradstreet  representa - 
tives,  etc. 

Finally,  I  would  like  to  point  out  how 
New  York  State  has  assisted  me  with  my 
research  problems.  The  State  Department 
of  Commerce  regularly  sends  me  literature 
pertaining  to  conditions  in  the  State  and  to 
industries  which  particularly  apply  to  my 
business.  They  have  conducted  workshops 
in  the  areas  where  I  have  branches  and 
maintain  a  representative  in  my  area  who 
has  a  good  knowledge  of  local  business 
conditions  and  problems. 

Early  this  spring,  at  a  workshop  in 
Watertown,  New  York,  I  attended  a  round 
table  discussion  with  a  very  small  group 
which  included  the  New  York  State  repre- 
sentative for  that  area.  I  mentioned  to  him 
that  I  had  some  interest  in  a  possible  ex- 
pansion north  toward  the  St.  Lawrence 
Seaway  area.  This  representative,  without 
any  further  invitation  from  me,  called  on 
me  at  my  office  to  pursue  this  matter 
further  and  in  a  confidential  manner  was 
able  to  furnish  much  of  the  information 
I  needed  on  which  to  base  a  decision  as 
to  the  feasibility  and  timing  of  opening  a 
branch  in  that  area.  He  further  assisted 
me  by  making  available  information  on 
the  location  of  several  warehouses  which 
were  for  rent  in  the  area  under  considera- 
tion. As  a  consequence,  I  have  since  estab- 
lished a  branch  at  Malone,  New  York,  which 


although  operating  on  a  small  scale,  is  in 
good  position  to  expand  with  the  territory 
when     the     Seaway     project    is     completed. 


♦Distributor 
Case  History: 


John  Neuschel,  President 
Tire  Wholesalers,  Inc. 
Richfield  Springs,  New 
York 


Mr.  Neuschel  presented  a  problem  in 
distribution  at  the  Little  Falls  Workshop. 
He  manufactures  a  patented  retread  tire, 
and  has  expanded  his  plant  facilities.  Mr. 
Neuschel  was  able  to  come  to  Albany  and 
our  staff  consultants,  after  a  discussion 
of  his  problems,  advised  him  not  only  on 
methods  for  sales  expansion  but  also  how 
to  meet  the  problems  that  would  follow 
increased  sales,  particularly  in  the  field 
of  financing  his  increased  production.  Some- 
time thereafter,  Mr.  Neuschel  advised  our 
office  that  he  had  successfully  extended  his 
sales  area  as  far  west  as  Denver,  Colorado. 

Mr.  Neuschel,  as  a  result  of  his  consulta - 
tion  following  our  workshop,  resolved  a 
problem  that  was  puzzling  him  on  location. 
He  had  been  uncertain  as  to  whether  he 
should  switch  part  of  his  manufacturing 
facilities  to  another  area.  After  consulta- 
tion, it  was  determined  that  his  production 
would  be  more  efficient  if  he  remained  at 
Richfield  Springs  and  planned  to  increase 
his  employment  at  that  location  as  his 
sales  mounted,  so  that  he  would  eventually 
employ  150  people  at  that  location. 

An  additional  referral  was  made  to  a 
panelist  at  this  time  for  personal  and  con- 
fidential discussions  on  the  subject  of 
publicity  and  promotion.  In  addition,  con- 
tact was  arranged  for  Mr.  Neuschel  with 
local  banking  interests. 

♦Retailer  Case  History:   Norman  R .  Sturgis , 

Jr. ,  Owner 
The  Adirondack 

Store 
16  Deposit  Street 
Saranac  Lake, 
N.   Y. 

Mr.  Sturgis  requested  assistance  and 
suggestions  on  store '  modernization.  This 
request  was  made  at  our  Saranac  Lake 
Workshop.  As  a  result  of  a  group  of 
similar  requests  coming  from  several  of 
the  workshops  in  the  north  country,  we 
were  enabled  to  secure  the  service  of  a 
consultant  on  our  panel  on  a  voluntary 
basis      to     travel    from    his     office     in     New 
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York  City  and  confer  individually  with 
a  number  of  up-State  store  owners.  The 
consultant  in  this  case  was  Charles  S. 
Telchin  of  Telchin  &  Campanella. 

As  a  result  of  this  advice,  Mr.  Sturgis 
obtained  the  services  of  a  local  architect 
to  construct  a  very  modern  gift  and  novelty 


store  using  Adirondack  products  to  the 
greatest  extent.  Here  again  the  advice 
furnished  through  a  panelist  on  our  Small 
Business  Assistance  Program  aided  not 
only  the  one  individual  but  a  number  of 
other  local  business  people  whose  services 
were     employed    and    products    purchased. 


THE  ASSISTANCE  LARGE  BUSINESS  PROVIDES 
TO  SMALL  MANUFACTURERS  IN  DISTRIBUTION  RESEARCH 

R.  E.  Brooker,  Vice  President 

Sears,  Roebuck  &  Company 

Chicago,  Illinois 


In  talking  with  you  today  about  the  re- 
search done  by  big  business  in  the  field 
of  distribution  and  its  effect  on  small 
business,  I  would  like  to  begin  by  remind- 
ing you  that  there  are  several  kinds  of 
activity  in  the  distributing  industry  which 
are  entitled  to  be  called  "research".  Some 
of  these  have  produced  a  virtual  revolution 
in  the  field  of  retailing  during  our  genera- 
tion. 

The  development  of  customer  self-serv- 
ice has  introduced  many  new  features  into 
almost  every  retail  store.  Research  has 
developed  fixtures  to  provide  better  dis- 
play of  the  goods,  greater  quantities  and 
assortments  and  more  informative  labeling, 
to  expedite  self-service.  Packaging  tech- 
niques have  improved,  to  allow  easy  selec- 
tion of  the  desired  product,  establish  grade 
differentials  between  products,  and,  in  some 
cases,  allow  customer  inspection  through 
cellophane  packaging  or  cellophane  win- 
dows. Through  research,  goods  are  price- 
marked  by  machine  labels,  turn-over  is 
controlled  through  aging  codes  and  inven- 
tories; cost  accounting  and  reordering 
facilitated  through  the  use  of  machine 
processes.  We  will  not  spend  much  time 
discussing  this  today. 

The  research  that  we  would  like  to 
emphasize  today  is  the  type  that  deals 
with  the  refinement  of  the  lines  of  mer- 
chandise that  go  into  distribution  to  bring 
the  customer  better  quality  products  and 
better  values;  also  the  type  that  integrates 
distribution  with  production  so  that  econo- 
mies result  which  make  these  better  values 
and  better  products  possible. 

I  would  like  to  make  it  clear  that,  while 
the  research  my  company  and  others  do  in 
this  field  does  spill  over  and  benefit  small 
business,  the  research  is  done  in  the  first 
instance     for     our    own    economic     benefit; 


however,  it  provides  a  corollary  benefit 
to  the  thousands  of  small  companies  with 
whom  we  do  business.  This  is  one  of  the 
many  reasons  why  it  makes  good  business 
sense  for  large  and  small  companies  to 
do  business  with  one  another. 

Where  we  are  successful  in  the  sale 
of  a  product,  the  manufacturer  who  pro- 
duces it  benefits  by  increasing  the  size 
of  his  operation  and  his  profit.  Our  success 
depends  on  solid  relationships  with  our 
sources  of  supply  and  generally  these 
relationships  continue  over  many  years. 
Of  the  20,000  manufacturers  supplying  the 
goods  that  we  distribute,  many  are  small 
now.  Practically  all  were  small  business 
when  they  started  to  supply  us,  because 
it  has  been  to  our  advantage  to  work  with 
small  manufacturers  to  develop  trade  names 
of  our  own  with  product  features  that 
benefit  our  distribution. 

From  broad  research  studies  of  the 
economies  of  distribution  as  they  affect 
us,  we  have  learned  that  there  are  certain 
kinds  of  goods  which  must  be  supplied 
from  central  plants.  Refrigerators  are  an 
example --a  product  that  requires  sub- 
stantial tool-and-die  expense.  The  invest- 
ment in  factories  and  machine  tools  is  so 
large  that  it  would  be  uneconomical  to 
have  more  than  one  source  for  this  type 
of  item. 

There  are,  moreover,  other  products 
where  it  is  economically  sound  to  buy  in 
the  region  where  the  product  is  to  be  con- 
sumer. 

One  doesn't,  of  course,  make  decisions 
like  this  overnight.  It  takes  careful  re- 
search before  sources  are  established  on 
a  regional  basis  because,  along  with  the 
advantages  to  be  achieved  by  having  the 
service  of  supply  immediately  adjacent 
to   the   outlets    of   distribution,    we   must   be 
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assured  that  such  a  supply  will  provide 
consistent  quality  of  product  in  all  regions 
and  that  we  have  the  ability  to  conduct  a 
central  research  and  development  program 
so  that  the  product  and  the  merchandising 
of  the  product  maintain  a  position  of  leader- 
ship. 

The  Candy  Store 

Take  the  case  of  candy,  for  example. 
We  began  to  buy  candy  on  a  regional  basis 
in  1948.  Since  that  time  we  have  tripled 
the  number  of  our  sources --and  today, 
out  of  some  1200  candy  manufacturers 
in  the  country,  no  less  than  314  are  Sears 
suppliers. 

We  began  buying  candy  regionally  be- 
cause of  the  obvious  advantages  to  the 
merchandising  of  this  type  of  product.  By 
buying  from  a  number  of  widely  scattered 
manufacturers  we  could  supply  each  of 
our  retail  stores  from  a  nearby  source, 
insuring  the  freshness  of  the  candy,  and 
cutting  down  on  transportation  costs. 

The  corollary  of  this  decision  is,  of 
course,  that  one  is  now  working  with  hun- 
dreds of  small  factories --the  moment  we 
decide  to  do  this,  we  immediately  have 
another  problem.  With  the  ABC  Candy 
Company  in  Seattle  producing  candy  for 
our  Seattle  stores,  and  the  XYZ  Candy 
Company  in  Boston  producing  candy  for 
our  Boston  stores,  how  can  we  ensure  that 
this  candy,  packaged  in  the  same  box,  sold 
for  substantially  the  same  price,  is  actually 
equivalent  merchandise? 

In  other  words,  how  are  we  going  to 
maintain  the  consistent  quality  of  our 
product  ? 

Our  answer  to  this  problem  was  a  Quality 
Control  Program.  A  board  of  eight  people -- 
two  chemists  fromour  Merchandise  Testing 
and  Development  Laboratories,  a  group  of 
our  candy  buyers,  and  an  outside  consultant 
were  selected  to  study  the  problem  and 
make  recommendations.  Three  years  were 
spent  on  research,  developing  chemical  and 
physical  tests,  using  scientifically  chosen 
Taste  Panels  and  Appearance  Panels. 

The  Board's  first  step  was  to  establish 
minimum  standards  of  quality  in  candy. 
Previously  there  had  been  no  real  stand- 
ards of  quality  in  the  candy  industry.  Candy 
manufacturers  complied  with  the  Federal 
Food  and  Drug  Act,  but  these  were  con- 
cerned with  food  purity,  not  quality  of 
product.  The  manufacturers  themselves 
were  skeptical  of  setting  candy  standards. 
The  candy -maker  was  an  "artist"  who 
scorned  a  written  recipe,  and  used  a 
cook's    prerogative    of    seasoning   to   taste. 


The  quality  of  the  candy,  as  a  result, 
was  apt  to  vary  according  to  the  candy - 
maker's  mood. 

Sears'  survey  board  did  for  candy  what 
General  Mills  has  done  for  cake  and  other 
ready-made  mixes- -supplanted  the  old- 
fashioned  candy -maker  with  a  new  kind 
of  Betty  Crocker.  The  Appearance  and 
Taste  Panels  point -rated  the  candy  on 
the  basis  of  sub-standard,  good,  better, 
and  best  qualities.  Sears  Testing  Labora- 
tory determined  the  quality  and  quantity 
of  ingredients,  and  uniform  quality  of  the 
product.  Sears  candy  buyers,  working  with 
the  Laboratory,  checked  production  fa- 
cilities and  the  managerial  competence 
of  the  source,  testing  the  know-how  of  the 
candy  manufacturers  themselves. 

The  second  step  was  to  bring  the  re- 
sultant quality  standards  to  the  manufac- 
turer. In  1953,  a  meeting  was  held  in 
Chicago  attended  by  74  manufacturers  from 
all  sections  of  the  country.  The  program 
was  the  first  of  its  kind  ever  presented 
to,  and  participated  in,  by  candy  manu- 
facturers. Sears  minimum  quality  stand- 
ards for  candy  were  introduced  and  followed 
by  a  comprehensive  review  of  scientific 
methods  of  controlling  candy  quality. 

Next,  our  buyers  spent  a  year  speaking 
before  industry  meetings,  university-spon- 
sored quality  control  and  research  con- 
ferences and  candy  technologists  meetings, 
stressing  the  need  for  improved  quality 
and  arousing  interest  in  scientific  quality 
control  within  the  candy  industry. 

Later,  each  manufacturer  received  from 
us  a  write-up  covering  all  the  material 
that  had  been  issued  and  containing  a 
suggested  system  of  scientific  quality  con- 
trol for  his  particular  type  of  candy  manu- 
facturing. He  was  then  visited  by  one  of 
our  buyers  and  a  representative  from  our 
Laboratory  who  reviewed  with  him  and 
his  key  people  their  present  system  for 
controlling  quality.  If  the  manufacturer 
were  interested  in  supplying  Sears,  but 
had  not  yet  installed  a  laboratory,  the 
necessary  planning  was  done  and  a  date 
set  for  installing  one,  or  (in  very  small 
plants)  for  installing  a  scientific  inspec- 
tion system. 

While,  as  you  would  expect,  our  manu- 
facturers did  not  all  see  eye  to  eye  with 
us,  the  over-all  results  have  been  very 
gratifying.  One  of  our  candy  sources,  suc- 
cessfully participating  in  this  program 
with  us,  is  the  Brock  Candy  Company,  in 
Chattanooga,  Tennessee.  Mr.  William  Brock 
is  here  with  me  this  afternoon,  and  I  should 
now  like  to  introduce  him  to  you. 


199 


Statement  of  Mr.  William  E.  Brock,  Jr.  (President,  Brock 
Candy  Company,  Chattanooga,  Tennessee) 


Our  company  is  a  small  manufacturer 
of  popular -priced  candy.  We  deal  with 
very  large  concerns,  both  as  sources  of 
supply  for  our  raw  materials,  and  as 
customers.  We  have  received  a  tremendous 
amount  of  help  from  these  larger  organiza- 
tions. Research  done  by  American  Sugar 
and  Corn  Products  has  been  made  available 
to  companies  like  ours  and  all  of  their 
laboratory  facilities  are  available  for  any 
special  tests  that  we  were  unable  to  make 
ourselves.  The  larger  companies  to  whom 
we  sell  have  also  given  us  material  as- 
sistance in  packaging  our  product  and 
improving  its  quality. 

Mr.  Brooker  has  told  you  how  his  com- 
pany went  about  developing  standards  of 
quality  control.  These  standards  were  not 
rigid  and  uncompromising,  but  set  up  in 
consultation  with  the  manufacturers  and 
mutually  agreed  upon.  As  Mr.  Brooker 
mentioned,  Sears  in  1953  invited  their 
candy  sources,  including  our  company, 
to  attend  a  meeting  in  Chicago.  There  the 
Quality  Control  Program  was  discussed, 
and  outlined. 

A  practical,    minimal  laboratory  was  set 


up  in  the  meeting  room.  Its  uses  and  ad- 
vantages to  a  candy  manufacturer  were 
factually  presented  by  Sears  laboratory 
people  and  confirmed  by  chemists  actually 
using  the  equipment  in  the  field.  They 
demonstrated  how  scientific  methods  of 
quality  control  would  improve  our  mer- 
chandise, and  increase  our  consumer  ac- 
ceptance as  a  result.  Sears  offered  us  its 
laboratory  facilities,  and  the  help  of  their 
experienced  technicians  in  setting  up  such 
a  program.  The  resultant  standards  have 
been  of  material  benefit  to  us,  not  only  in 
obtaining  business  from  Sears,  but  in  im- 
proving the  more  than  90  per  cent  of  our 
output  that  we  sell  to  other  distributors. 
And  as  a  result  of  this  improved  quality 
control  program,  our  sales  have  increased 
28  per  cent  in  the  last  three  years. 

These  figures  compare  with  an  increase 
of  only  7.5  per  cent  in  the  candy  industry 
as  a  whole.  And  our  factory  is  not  ex- 
ceptional. I  know  of  another  Sears  supplier 
in  the  midwest  whose  sales  have  increased 
33  per  cent  in  the  same  period,  and  one  in 
New  England  where  sales  have  gone  up 
42  per  cent. 


R.  E.  Brooker  resumed: 

Research  on  quality  control  was  co- 
ordinated with  our  experience  in  profitably 
merchandising  a  line  to  several  price 
points,  linked  to  quality.  While  originally 
all  the  candy  we  sold  was  marked  'good 
quality",  the  control  program  enables  us 
to  maintain  standards  of  quality  where  the 
grades  can  actually  be  marked  as  "good" 
and  "best".  Today,  over  50  per  cent  of 
our  candy  business  is  in  the  "better"  and 
"best"  categories.  This  has  not  only  re- 
sulted in  increased  demand  for  the  products 
we  sell  in  these  better  grades,  giving  us 
a  higher  dollar  volume  and  better  profits, 
but  it  has  also  had  the  same  effect  on  the 
sales  of  our  sources  to  other  outlets.  All 
of  this  makes  us  happy,  because  it  proves 
that  the  better  the  product,  the  more  of 
it  we  will  sell  and  the  more  profitable  the 
undertaking  will  be,  not  only  to  ourselves 
but  to  our  sources  too. 

The  Rose  Story 

It  may  surprise  many  of  you  to  know 
that   we   are    large    distributors    of  nursery 


products;  in  fact,  we  have  almost  as  many 
garden  shops  as  we  have  stores.  These 
shops  well  everything  the  customer  with 
a  green  thumb  needs  and  wants --and 
one  thing  every  gardener  wants  is 
roses. 

Rose  growing  has  always  been  an  ex- 
tremely specialized  and  competitive  busi- 
ness, requiring  many  special  skills  and 
services.  It  is  an  industry  primarily  in 
the  hands  of  the  small  grower  but  a  number 
of  years  ago  a  group  of  these  growers 
banded  together  to  form  a  corporation, 
Consolidated  Nurseries,  to  remove  some 
of  the  risk  from  this  high-risk  business. 
This  group  of  growers  has  been  our  sole 
source  of  supply  for  rose  bushes  since 
1950. 

The  history  of  this  relationship  is  a 
good  example,  I  think,  of  how  a  large 
distributor  has  integrated  his  function  with 
that  of  the  producer,  and  through  research 
in  the  fields  of  distribution  and  packaging, 
has  eliminated  many  of  the  risks  of  this 
business,  and  developed  a  product  far  more 
satisfactory  to  the  customer. 

From  planting  to  harvest,  roses  are 
exposed   to    every   one   of  nature's  whims -- 
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freezes,  droughts,  disease,  and  insects. 
This  makes  it  increasingly  difficult  to 
produce  a  uniform  product  at  a  uniform 
cost,  let  alone  anticipate  customer  demand 
well  in  advance  of  the  actual  sale.  Careful 
research  by  our  own  merchandising  people 
and  those  of  a  large  grocery  chain  has  re- 
sulted in  a  new  method  of  forecasting  the 
rose-bush  demand.  This  information  is 
used  by  Consolidated  Nurseries  to  deter- 
mine varieties  and  quantities  for  planting 
two  years  in  advance  of  the  actual  har- 
vesting of  the  bushes.  This  forecasting  as- 
sures the  distributor  an  adequate  supply 
of  roses  to  meet  the  demand,  and  it  as- 
sures the  grower  a  fair  profit  for  his  prod- 
uct, protecting  him  against  overproduction 
which  would  lower  the  value  of  the  entire 
crop. 

With  a  secure  system  of  distribution 
established,  Consolidated  set  about  to  elimi- 
nate some  of  the  other  risks  that  plagued 
the     rose     grower.    A    young    horticulturist 


was  employed  to  work  directly  with  the 
growers  to  develop  better  rose  varieties, 
and  to  develop  pest  control  programs.  A 
specialist  was  employed  to  solve  problems 
of  transportation  and  shipping  and  a  cold 
storage  plant  was  built  to  protect  the 
harvested  bushes  over  the  winter.  These 
improvements  in  operating  methods  were 
extended  to  the  field  of  cost  accounting 
and  finance.  Proper  banking  relationships 
were  established  to  finance  the  grower 
over  the  two-year  growing  period  and  to 
finance  the  association  in  the  construction 
of  its  cold  storage  and  packaging  facilities. 
The  research  in  these  various  fields  has 
greatly  improved  the  distribution  of  rose 
bushes  and,  by  lowering  production  costs, 
and  improving  planting  methods ,  25  growers , 
producing  a  total  of  over  5  million  bushes 
a  year,  have  been  able  to  develop  a  very 
profitable  business. 

Here    to    tell   you   more    of  this    story    is 
Consolidated' s    president,  Mr.  Jim  Lauden. 


Statement  of  Mr.  C.  J.  Lauden,  President,  Consolidated  Nurseries 

Tyler,  Texas 


My  company  specializes  in  the  growing, 
storing,  packaging,  and  distribution  of  rose 
bushes.  While  our  storing  and  packaging 
is  done  principally  in  Texas,  we  grow  also 
in  Arizona,  and  California,  and  serve  retail 
outlets  in  forty-eight  States. 

Consolidated  Nurseries  has  been  in- 
corporated for  nine  years;  for  eight  of 
those  years  we  have  been  a  source  for 
Sears,  which  takes'  35  per  cent  of  our 
output.  During  our  first  year  of  operation 
we  experienced  many  growing  pains,  and 
operated  at  a  loss.  In  our  second  year 
we  entered  into  a  long-range,  buyer-seller 
arrangement  with  Sears.  Since  then,  every 
year  has  shown  a  healthy  increase  both 
in  volume  and  in  profits. 

As  a  corporation,  Consolidated  reduces 
the  risk  of  the  small  rose  grower  in  several 
ways.  Rose  bushes  have  a  two-year  growing 
cycle,  from  planting  to  harvest,  and  there 
is  always  the  danger  that  a  large  portion 
of  the  plants  may  be  lost  in  a  severe  winter. 
In  November  1950,  for  example,  we  ex- 
perienced a  disastrous  freeze  in  our  Texas 
fields.  At  the  same  time  we  had  a  serious 
fire  in  our  storage  plant.  These  two  calam- 
ities practically  wiped  us  out.  However, 
the  rose-growing  area  in  Texas  was  de- 
clared a  disaster  area,  and  the  Government 
loaned  several  million  dollars  to  the  grow- 
ers.   Sears  also  stepped  in  and  substantial- 


ly invested  in  our  corporation  to  save  it 
from  almost  certain  bankruptcy.  I  may  say 
that  this  investment  has  since  been  re- 
deemed. 

This  was  the  beginning  of  a  mutually 
profitable  relationship  providing  many  ad- 
vantages we  could  never  have  enjoyed 
otherwise.  Sears  made  available  to  us  its 
technical  and  merchandising  research  staffs 
as  well  as  its  laboratories.  This  assistance 
has  proved  invaluable  in  many  instances. 
For  example,  we  were  considering  pallet- 
izing our  cold  storage  operation;  Sears 
engineers  made  a  survey  which  showed 
the  cost  to  be  prohibitive  and  suggested 
alternative,  more  economical  methods  which 
have  proved  very  successful. 

Another  important  result  of  this  Sears - 
Consolidated  relationship  is  our  large, 
modern  cold-storage  plant  of  750,000  cubic 
feet,  with  a  capacity  of  four  million  bushes. 
Now  the  bushes  can  be  harvested  before 
the  second  winter  of  the  growing  cycle, 
sorted  and  graded  and  stored  in  a  dormant 
state,  under  carefully  regulated  conditions 
of  temperature  and  humidity.  In  this  way 
we  have  eliminated  the  danger  of  a  winter- 
kill to  our  crop,  and  can  ensure  its  re- 
maining in  good  condition  over  the  winter, 
ready  for  marketing  in  the  spring. 

Packaging  must  be  colorful,  original 
and    protective    enough   to   permit   delivery 
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of  our  highly  perishable  product  in  good 
condition.  The  many  problems  posed  in 
packaging  a  rose  bush  can  be  solved  only 
through  the  services  of  many  experts  in 
several  fields.  Where  could  a  small  com- 
pany like  ours  find  such  help  at  a  price 
we  could  afford?  With  the  re  search  facilities 
of  Sears  at  our  disposal  we  developed  a 
package  that  fulfills  all  of  our  packaging 
requirements  and  more.  The  roots  of  the 
dormant  bush  are  covered  with  a  mixture 
of  peat  moss  and  other  material,  wrapped 
in  burlap;  the  top  is  sealed  in  wax,  to 
keep  it  in  viable  condition.  The  customer 
doesn't  have  to  remove  this  packaging, 
other  than  the  outside  cardboard  container; 
he  merely  inserts  the  enclosed  root  in  the 
soil,  and  the  growing  process  starts  from 
there. 

The    acceptance    of  our  new    company   in 


the  nursery  industry  has  been  rapid  since 
our  arrangement  with  a  large,  nationally 
known  distributor.  Since  Sears  is  a  large 
purchaser  of  packaged  rose  bushes,  and 
rose  bush  sales  represent  an  impressive 
percentage  of  the  total  retail  nursery  vol- 
ume, the  fact  that  we  are  Sears  supplier 
gives  us  considerable  prestige.  Our  re- 
lationship with  Sears,  moreover,  has  helped 
to  stabilize  the  rose  bush  retail  market, 
which  in  turn  has  stabilized  the  wholesale 
market--a  condition  which  benefits  every- 
one in  the  rose  bush  business. 

We  feel  our  experience  is  an  excellent 
example  of  what  can  be  accomplished  with 
a  sound  distributor  arrangement.  We,  the 
grower,  have  reasonable  assurance  we  will 
have  rose  bushes  to  sell- -and  Sears,  our 
distributor,  has  reasonable  assurance  of 
roses  for  its  customers. 


R.  E.  Brooker  resumed: 

Thank  you,  Mr.  Lauden.  Roses  have  be- 
come big  business  with  us  because  our 
tie-up  with  Consolidated  has  assured  us  of 
volume  production  plus  consistent  quality 
in  our  product.  This  is  what  makes  for  a 
successful  distributor-source  relationship; 
and  if  this  is  true  of  candy  and  roses,  it 
is    no    less    true    of    the   world   of  fashion. 

The  Fashion  Story 

Every  manufacturer  dreams  of  maintain- 
ing constant  straight -line  production  in  his 
plant.  One  industry  where  this  dream  has 
been  particularly  hard  to  realize  is  women's 
ready-to-wear  clothing.  This  is  an  industry 
of  tremendous  peaks  and  valleys  of  produc- 
tion. Fashion  varies  from  season  to  season, 
and  neither  buyer  nor  manufacturer  can 
do  his  job  until  he  has  some  indication  of 
what  the  fashion  trend  will  be --and  thus, 
what  styles  and  materials  are  going  to  sell. 
Any  indecision  on  the  part  of  the  buyer  or 
the  manufacturer,  shortens  lead-time  on 
production  to  a  point  where  no  manufac- 
turer can  operate  economically  in  today's 
market  of  short  labor  supply.  The  irregular 
employment  that  results  necessarily  con- 
tributes to  high  production  costs  and  poor 
quality  control. 

This  lack  of  lead-time  on  production 
presents  a  real  challenge  to  a  retailer 
who  also  sells  through  mail-order,  when 
you  realize  that  a  mail-order  catalog, 
including     its     many     fashion    pages,    goes 


into  preparation  seven  months  before  the 
customers  see  it.  This  means  that  buyer 
and  manufacturer  must  agree  on  the  style 
and  fabric  of  a  woman's  dress  as  much  as 
a  year  in  advance  of  its  appearance  on  the 
market. 

To  take  the  guesswork  out  of  their  pre- 
dictions, we  set  up  our  Fashion  Board,  a 
group  of  nationally -known  fashion  author- 
ities. The  prime  function  of  this  Board  is 
fashion  research,  plus  the  editing  and 
interpretation  of  these  findings  as  they 
apply  to  our  merchandising  needs.  The 
Fashion  Board  constantly  supplies  us  with 
authentic,  up-to-the  minute  information  on 
styles,  color,  fabrics,  and  makes  recom- 
mendations for  each  coming  season.  We, 
in  turn,  pass  this  information  on  to  our 
sources. 

From  a  manufacturer's  point  of  view, 
this  fashion  leadership  is  an  invaluable 
aid  towards  increasing  his  "lead-time" 
advantage.  With  fabric  information  pro- 
vided by  the  Fashion  Board,  a  buyer  of 
ours  can  sit  down  with  his  source  months 
ahead  of  time  and  decide  what  textiles 
should  be  purchased.  Such  early  fabric 
purchases  give  him  not  only  price  ad- 
vantages with  the  mills,  but  service  ad- 
vantages as  well.  Similarly,  advance  in- 
formation on  styling, --on  the  kind  of  buttons 
to  be  used,  for  example --will  allow  our 
various  clothing  sources  to  coordinate  their 
button  purchases.  And  they  will  get  the 
buttons  for  less  money  than  if  each  had 
purchased  separately.  Thanks  to  the  Fashion 
Board,  buyer  and  manufacturer  can  budget 
their  inventories,  order  their  manufacturing 
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and  warehouse  space  requirements,  and 
allow  for  their  financial  needs  well  in 
advance  of  their  production  dates.  All  of 
these  advantages  increase  that  all-im- 
portant lead-time  in  production,  allowing 
the  buyer  to  do  to  his  sources  and  un- 
hesitatingly put  into  production  his  mer- 
chandise   selections    for   any   given   season. 

This  integration  of  production  with  dis- 
tribution is,  clearly,  the  direct  result  of 
fashion  research  which  only  a  large  dis- 
tributor could  afford  to  do.  Integration  is 
further  strengthened  in  this  area  of  fashion 
by  the  research  which  our  quality  control 
section  conducts.  Attached  to  our  style 
buying  office  in  New  York  City,  this  section 
has  made  great  progress  in  improving 
methods  of  packaging  and  shipping  clothing. 
The  program  has  developed  to  a  point  where 
it  has  not  only  resulted  in  substantial  savings 
on  freight,  but  also  in  handling  costs  at  the 
manufacturing  level. 

Our  use  of  polyethelene  in  packaging 
mail-order    storm    jackets     and    car   coats 


is  one  result  of  this  program.  Tested  and 
approved  in  our  laboratories,  and  adopted 
by  our  sources,  it  has  cut  their  packaging 
costs  from  25  cents  to  8  cents  per  garment. 

Another  result  of  the  program  v/as  our 
development  of  a  hanging  garment  con- 
tainer for  the  shipment  of  clothing  from 
source  to  warehouse.  The  new-type  con- 
tainer greatly  improves  the  arrival  con- 
dition of  the  garments,  eliminating  any 
need  for  re-pressing.  It  holds  20  to  30 
coats,  or  50  to  75  dresses,  bringing  carton 
cost  per  garment  down  to  a  fraction  of  its 
previous  level.  It  is  shipped  to  the  source 
folded   flat   and  needs    little    storage  space. 

One  of  our  sources  using  the  new  con- 
tainer is  the  Greenfield  Manufacturing  Com- 
pany, Greenfield,  Tennessee,  which  manu- 
factures coats.  The  kind  of  relationship 
we  have  with  Greenfield  is  typical  of  our 
relationship  with  our  clothing  sources-- 
and  I  have  asked  Mr.  Prins,  President 
of  the  company,  to  speak  to  you  further 
on  this  subject. 


Statement  of  F.  L.  Prins,  Jr.,  President,  Greenfield  Manufacturing  Co. 

Greenfield,  Tennessee 


It  is  natural,  I  suppose,  to  assume  that 
small  business  must  necessarily  be  a 
follower,  and  not  a  leader  in  its  field. 
The  larger  manufacturers  do,  in  fact, 
usually  set  the  pace  for  smaller  concerns; 
but  I  propose  to  demonstrate  today,  using 
my  own  firm  as  an  example,  how  the  close 
relationship  of  a  small  business  with  a 
very  large  one  can  enable  the  small  firm 
to  become  a  leader  in  many  phases  of 
activity  within  its  own  industry,  as  well 
as  within  its  community. 

Our  company  manufactures  women's  and 
children's  coats  and  outerwear  in  two 
plants  located  in  Northwest  Tennessee. 
Ours  is  actually  a  "small  business", 
since  we  employ  less  than  400  people  in 
two  communities,  each  of  which  has  a 
population  of  less  than  2,000.  Our  products 
fall  in  the  category  of  so-called  "style 
apparel",  which  means  simply  that  we 
expect  to  run  a  wide  variety  of  models 
and  these  models  will  change  from  season 
to  season  depending  upon  the  vagaries  of 
female  taste. 

About  two  and  one -half  years  ago  we 
entered--with  some  trepidation,  I  might 
add--into  a  long-term  merchandising  agree- 
ment with  Sears,  Roebuck  and  Company. 
The   original  program  called  for  us  to  keep 


available  about  25  per  cent  of  our  output 
for  our  earlier  regular  customers,  but  to- 
day we  devote  our  entire  output  to  Sears 
because  of  the  advantages  we  feel  ace  rue  to 
us  by  doing  so.  For  example,  the  Sears 
Fashion  Board  works  closely  with  our  design 
staff,  supplying  us  with  advance  style  infor- 
mation. Their  decisions  carry  enormous 
weight  in  the  market,  for  their  accuracy 
has  been  demonstrated  too  many  times  not 
to  be  followed  by  competition.  We  have  also 
found  c  reative  opportunities  denied  the  small 
business  which  does  not  have  a  large  busi- 
ness relationship.  Encouraged  by  Sears  to 
maintain  a  continuing  program  of  product 
development,  large  companies  other  than 
Sears --DuPont,  and  the  Singer  Sewing  Ma- 
chine Company,  for  example --have  come  to 
work  with  us  toward  improving  products  and 
developing  new  productionmethods.  Our  de- 
sire to  improve  our  mechandise  has  led 
to  the  adoption  of  higher  standards  of  quality 
in  our  industry,  for  our  higher  standards 
have  forced  other  sources  to  improve  their 
standards  as  well,  through  normal  competi- 
tive processes. 

We  are  able  to  produce  at  lower  cost  be- 
cause of  the  continuity  of  our  operation.  To 
my  knowledge,  we  are  the  only  concern 
manufacturing  our  particular  products   able 


203 


to  maintain  full  operation  for  50  weeks  a 
year,  plus  a  two -week  vacation.  This  is 
important  when  you  realize  that  in  this 
business,  36  weeks  of  operation  in  52  is 
considered  normal,  even  fortunate. 

This  continuity  of  employment  naturally 
benefits  our  employees.  Their  hourly  earn- 
ings have  risen  sharply  with  productivity; 
our  fringe  benefit  program  is  constantly 
expanding;  last  spring  we  became  the  first 
manufacturing  firm  in  our  county  to  install 
plant-wide  air  conditioning.  It  benefits  the 
community  as  a  whole.  The  effects  can  be 
measured  in  more  homes,  more  doctors  and 
dentists,  more  cars,  more  appliances.  An 
interesting  example:  Since  the  installation 
of  our  plant  air  conditioning,  sales  of  home - 
cooling  units  have  jumped  nearly  500  per 
cent- -our    employees     apparently   want   the 


same  comfort  at  home  that  they  have  at  the 
factory! 

I  have  summarized  very  quickly  some  of 
our  experiences  at  Greenfield  during  the 
last  thirty  months  of  our  close  association 
with  Sears,  and  a  few  of  the  conclusions  we 
have  reached  over  that  period.  We  believe 
that  through  this  relationship  and  the  inter- 
dependence which  has  developed,  we  have 
not  only  strengthened  our  own  position  as  a 
manufacturer,  but  have  increased  our  pres  - 
tige  in  our  industry.  We  have  been  able  to 
lead  the  way  in  many  areas  in  which  our 
comparatively  small  size  would  otherwise 
have  forced  us  to  follow  our  larger  compet- 
itors. We  find  it  an  interesting  and  pleasant 
development  that  a  small  business  like  ours 
may  increase  in  stature--not  just  in  size-- 
through  its   relationship  with  a  large  one. 


R.  E.  Brooker  concludes: 

I  hope,  ladies  and  gentlemen,  that  Mr. 
Prins,  Mr.  Lauden,  Mr.  Brock,  and  I  have 
succeeded  in  reminding  you  that  competition 
in  our  economy  is  not  betweenbig  business, 
as  such,  and  small  business,  as  such.  It  is, 


rather,  a  case  of  combinations  of  large  and 
small  competing  with  other  combinations  of 
large  and  small.  The  competition  is  between 
ways  of  doing  business,  between  methods  or 
systems --and  it  is  this  competition  which 
lies  at  the  very  heart  of  our  economy's 
great  strength. 


SOURCES  OF  DISTRIBUTION  ASSISTANCE  TO  SMALL  BUSINESS 

BY  LARGE  BUSINESS 

L.  T.  White,  Vice  President 

Cities  Service  Petroleum,  Inc. 

60  Wall   Street 

New  York,  N.  Y. 


More  than  three  million  small  businesses 
are  engaged  in  distribution.  They  are  whole- 
salers, retailers  and  service  tradesmen. 

Many  kinds  of  large  businesses  sell  to 
and  through  small  business.  They  engage  in 
manufacturing,  construction,  transporta- 
tion,  communication,   utilities    and  finance. 

Large  businesses  try  to  increase  the 
volume  and  efficiency  with  whichtheir  goods 
move  to  the  consumer.  This  requires  many 
kinds  of  research--ranging  from  reading 
salesmen's  letters  to  psychological  studies 
of  customer  motivations. 

Seeing  Only  Results 

The  small  merchant  is  unaware  of  the 
extent  and  variety  of  his  suppliers'  market 
research.    He     sees     only   the    results.    For 


example,  he  is  told  of  a  new  model  which 
has  more  consumer  appeal,  sells  faster 
and  installs  easier. 

From  another  direction,  he  is  furnished 
new  displays,  samples,  sales  training,  in- 
ventory controls,  etc. 

Listing  Services  By  Large  Business 

The  planners  of  this  Conference  saw  that 
one  of  its  best  contributions  would  be  to 
compile  a  list  of  all  assisting  services 
furnished  by  large  business  to  small  busi- 
ness. The  small  business  man  will  be 
encouraged  by  seeing  that  he  has  more 
sources  and  kinds  of  help  than  he  realized. 
The  large  business  man  will  see  more 
use    of   the    aids    his    research  has  devised. 
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A  special  survey  was  undertaken  through 
the  "National  Society  of  Sales  Training 
Executives."  They  represent  more  than 
100  large  businesses.  They  instruct  those 
who  sell  to  small  business.  Combined,  they 
know  of  every  service  being  offered. 

Appended  hereto  as  Exhibit  1  is  a  list  of 
174  assisting  services  furnished  by  large 
business  to  small  business. 

Changes  In  Service 

There  has  been  a  change  in  the  character 
of  the  services  being  offered.  In  the  begin- 
ning, suppliers  helped  merchants  sell  more 
products;  next,  they  extended  the  scope  to 
give  the  user  more  satisfaction.  These  serv- 
ices have  enabled  small  business  distribu- 
tors to  increase  the  volume  of  goods  which 
they  sell  to  over  three  hundred  billions  of 
dollars. 

Small  Business  Management  Assistance 

Economists  have  been  concernedbecause 
small  business  discontinuances  have  in- 
creased in  spite  of  this  vast  increase  in 
volume.  They  are  currently  running  at 
about  1,000  a  day. 

More  must  be  done.  The  small  business 
man  needs  to  develop  his  capital,  organi- 
zation and  methods  while  he  is  developing 
volume. 

To  meet  this  need,  large  business  began 
to  offer  accounting  systems,  guidance  in 
supervision  and  advice  one  redit  and  collec - 
tions.  These  have  helped  but  have  not  solved 
all  the  dealers'  problems.  Today,  the  small 
merchant  finds  himself  subjected  to  two 
forces;  the  public  exerts  a  downward  pres- 
sure as  it  seeks  to  lower  prices  and  better 
service;  the  employees  exert  an  upward 
pressure  as  they  seek  higher  wages  and 
better  working  conditions. 

The  small  business  man  will  require 
other  helps  to  escape  this  squeeze  and 
have  a  more  stable  and  successful  business. 

Special  Small  Business  Research  Staffs 

In  the  list  of  services  we  see  innovations 
which  this  Conference  can  spread.  The 
objectives  are  to  reduce  the  cost  of  distri- 
bution by  reducing  the  rate  of  dealer  "quits", 
the  cost  of  turn-over. 

Whenever  you  see  a  "closed"  sign  on  a 
shop  or  store  the  community  and  industry 
has  lost  several  thousands  of  dollars. 

The  newest  form  of  service  starts  when 
a   large  business  organizes  a  "Small  Busi- 


ness Research  and  Development"  staff. 
They  are  divorced  from  the  operating 
organization.  Their  first  objective  is  to 
study  the  company's  independent  market 
representatives,  such  as  jobbers,  dealers 
or  service  men. 

Small  Business  Research  Departments, 
having  no  quotas  to  fill,  no  routines  to 
follow,  are  completely  at  the  service  of 
the  independent  distributors. 

Dr.  A.  M.  Woodruff,  President  of  the 
newly-organized  Council  to  Develop  Small 
Business  Management,  says  that  better 
management  is  the  small  business  man's 
primary  need. 

As  Coca  Cola  said  it,  "Selling  will  raise 
the  volume,  but  it  takes  management  to 
increase  profits." 

Learning  To  Earn  More 

The  small  business  man  resents  training. 
On  the  one  hand  he  feels  it  may  jam  him 
into  a  mold.  On  the  other  hand,  he  feels 
that  schooling  is  for  children. 

Between  these  two  extreme  attitudes 
there  is  a  big  opportunity.  Give  him  a 
chance  to  learn.  Let  him  pick  the  subjects 
he   wants,    let   him   study   the   way   he  likes. 

There  has  been  a  revolution  in  the  types 
of  reading  material  which  he  is  offered. 
Business  reading  can  be  fast  and  exciting. 
The  Scott  Paper  Company's  cartoon  story, 
"The  Easy  Way"  makes  it  fun  for  atrainee 
to  learn  how  to  "keep  store." 

Small  Business  Management  Institutes 

Small  business  men,  under  the  guidance 
of  the  research  and  development  staffs 
of  large  businesses,  are  organizing  two- 
hour  Management  Clinics  to  discuss  prob- 
lems. These  lead  Management  Institutes  to 
show  what  subjects  a  dealer  could  most 
profitably    study. 

In  the  oil  industry,  wholesale  jobbers  in 
26  states  have  conducted  65  of  these  Insti- 
tutes. 

These  Clinics  and  Institutes  lead  into 
Small  Business  Management  courses.  Under 
the  sponsorship  of  the  Small  Business  Ad- 
ministration alone  100  colleges  and  De- 
partments of  Distributive  Education  have 
conducted  over  265  of  these  courses.  Over 
9,000  owners  have  attended. 

True,  only  5%  of  all  small  business  men 
have  used  these  opportunities  to  learn.  The 
most  successful  attend  first;  and  their 
example  is  being  followed. 
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One  small  business  man  was  asked  why 
he  enrolled.  He  said,  "I  had  to--my  two 
smartest  competitors  are  here." 

Large  Business  Assists  In  Teaching 

Small  business  specialists  of  large  busi- 
ness suggest  to  trade  associations  that 
education  would  be  useful  service  to  its 
members.  They  address  conventions  to  help 
introduce  the  program.  They  serve  as 
speakers  and  discussion  chairmen.  They 
furnish    nonbranded   instruction  materials. 

These  learning  programs  show  the  small 
business  man  that  it's  smart  to  give  his 
employees  a  chance  to  learn;  then  they 
see  that  it's  profitable  to  seek  young  em- 
ployees who  prefer  and  prepare  for  sales 
and  service  careers. 

Distributive  Education 

Distributive  Education  fits  the  small 
merchant's  need  for  employees  with  the 
right  attitudes  and  interests. 

It  is  available  in  every  state  and  in 
1,100  high  schools.  Distributive  subjects 
are  studied  in  classrooms  in  the  morning. 
The  student  practices  in  a  shop  or  store 
in  the  afternoon.  He  gets  paid.  He  supports 
himself.  He  is  proud  to  be  in  business. 

More  small  business  men  are  turning 
to  high  schools  as  a  source  of  new  em- 
ployees. This  is  because  their  interests 
are  local.  Big  business,  national  in  scope, 
prefers  college  graduates. 

Distributive  education  also  offers  evening 
courses  for  adults  employed  in  small  busi- 
ness who  wish  to  advance. 

In  some  cities,  evening  courses  prepare 
men  and  women  to  start  small  businesses. 
The  unqualified  thus  avoid  starting  a  busi- 
ness in  which  they  might  fail.  The  best 
qualified  receive  instructions  which  assures 
success  from  the  start. 

Research  For  Better  Merchandising 

This  new  small  business  research  pro- 
gram by  large  business  has  already  pro- 
duced some  notable  results.  For  example, 
the  small  business  man  needs  to  be  shown 
how  to  capture  awaiting  markets. 

The  Market  Research  Department  of  the 
"Chicago  Tribune"  carried  advertisements 
to  arouse  people's  desire  to  modernize 
homes.  Considerable  public  interest  was 
generated,    but    the   building    supply   dealer 


was     unready     to     take     advantage    of    this 
opportunity. 

The  "Tribune"  studied  thousands  of 
customers  and  methods  of  dozens  of  lumber 
yards.  They  talked  specifications  and  price, 
while  people  wanted  color  and  romance. 
The  "Tribune"  showed  lumber  dealers  how 
to  display  and  merchandise  their  wares. 


Let  People  Pay  As  They  Like 

Small  retailers  want  cash  sales.  They 
display  and  demonstrate  merchandise- - 
talk  up  the  advantages  of  owning  it,  and  then 
ruefully  watch  the  customer  go  where  he 
can  buy  "on  time".  Dealers  lack  the  infor- 
mation needed  to  adopt  an  installment  pay- 
ment policy. 

Eastman  Kodak's  Marketing  Research 
Division  carefully  studied  the  amount  of 
sales  which  a  typical  camera  store  could 
capture  if  it  allowed  customers  to  buy  on 
time.  They  then  determined  the  extra  capi- 
tal the  dealer  would  require  and  what  its 
earnings  would  be.  Finally  they  presented 
the  complete  program  to  their  dealers. 


Small  Business  Helps  Small  Business 

Wholesaling  in  television  and  radio  parts 
means  one  small  business  sells  to  other 
small  businesses.  The  retailers  are  tech- 
nicians. One  wholesaler  said,  "They  are 
up  on  circuitry,  but  low  on  profits." 

General  Electric's  Market  Research  De- 
partment studied  the  problem.  They  located 
the  key  need.  Then  they  worked  out  a  way 
in  which  retail  management  could  be  taught 
by  wholesalers. 

In  the  past,  such  wholesalers  hestitated 
for  fear  that  the  retailer  might  resent  his 
interference.  Now  they  offer  management 
instruction  along  with  the  merchandise. 

J.  A.  Gettman,  President  of  the  Chem- 
city  Co.  of  Charleston,  W.  Va.,  tells  of 
the    results. 

"In  one  year,  our  dealers  have  become 
aware  of  profits.  They  saw  the  need  to 
improve  their  methods.  Now,  they  are  pay- 
ing our  bills  because  they  are  collecting 
their  bills." 


New  Record  Keeping  Service  By  Banks 

The  Bank  of  America  is  proud  to  call 
itself  the  "Little  Fellow's  Bank."  With 
615  branches,  they  are  a  big  business  well 
aware  of  the  problems  of  small  business. 
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Richard  M.  Oddie  tells  us  how  their 
studies  over  six  years  recognized  the  need 
to  relieve  the  small  business  man  of  the 
torture  of  record  keeping. 

Through  electronic  data  processing,  small 
business  people--for  a  service  charge,  will 
be  able  to  have  the  bank  take  over  many- 
details  of  bookkeeping,  pay-roll  and  tax 
accounting,  and  inventory  control.  With  this 
assistance  the  small  business  man  will  be 
able  to  make  better  management  decisions 
because  he  will  have  accurate,  up-to-date 
minute  information. 

Research  Shows  Opportunity- 
Small    business    men  compare   their   in- 
ternal   records    to  the  speedometer  and  gas 
tanks    on   cars.    They  show  how  fast  they're 
going  and  what's  left  to  go  on. 

In  the  same  vein,  Market  Research  shows 
more  places  to  go  and  new  routes  to  take. 
Life  Magazine  has  just  compiled  a  de- 
tailed study  which  will  help  small  business 
men  plan  ahead.  The  disposable  income  now 
exceeds  purchases  by  one-third.  The  action 
of  small  business  men  in  converting  this 
surplus  into  spending  or  saving  will  affect 
the  nation's  future  stability. 


Supplying  Equity  Capital  To  Small  Business 

A  growing  small  distributing  business 
needs  capital.  It  needs  it  at  the  start.  It 
needs  it  for  every  inch  of  growth.  Auto- 
mobile merchants  are  examples  of  this 
condition.  They  need  permanent  capital 
which  will  share  profits,  if  any--and  be 
patient  when  there  is  no  profit. 

When  success  is  assured,  the  supplier  of 
venture  capital  should  be  willing  to  sell 
back  his  stock  and  step  out.  This  lets  the 
dealer  own  it  all. 

General  Motors,  30  years  ago,  was 
struggling  to  build  up  its  dealers.  They  could 
find  men  able  to  sell,  and  service,  but  such 
men  seldom  had  capital.  They  rarely  knew 
where  and  how  to  acquire  growth  capital. 
These  studies  resulted  in  the  Motors  Hold- 
ing Plan.  It  meets  all  of  the  needs  stated 
above,  and  others. 

The  services  already  being  off ered  small 
business  by  large  business  is  impressive. 
The  new  services  which  are  coming  as  the 
result  of  specialized  Small  Business  Re- 
search and  Development  programs  should 
encourage  those  who  believe  in  the  American 
system  of  Business. 


EXHIBIT  1 

A  LIST  OF  ASSISTING  SERVICES 
OFFERED  BY 
'LARGE  BUSINESS"  TO  "SMALL  BUSINESS" 


I.     ''MARKETING" 
Consumer  Services 

Study  local  market  potentials 

Study  population  trends,  business  and  em- 
ployment conditions 

Study  consumer  buying  intentions 

Study  consumer  buying  patterns 

Study  consumer  buying  motives 

Learn  what  appeals  to  various  consumer 
groups 

Find  prospects --refer  them  to  dealer 

Maintain  prospect  lists 

Furnish  consumer  services,  recipes,  di- 
rections, maps,  travel  information 

Supply  sales  literature  &  souvenirs 

Pretest  advertising  and  promotion 

Provide  local  and  national  advertising 

Assist  in  grand  openings 

Conduct  public  contests 

Conduct  sales  campaigns 

Assist  consumers  to  use  products  more 
efficiently 


Handle  consumer  complaints 

Attracting  Services 

Advise  on  locations 
Advise  on  building  &  design,  etc. 
Provide  signs --street  and  interior 
Cooperate    in  providing   badges,    caps,    and 

uniforms 
Help  in  store  lay-out 

Furnish  window  displays  and  specialists 
Publish  catalogs,  parts  price  lists 
Provide    sales    aids   8*  "pass-out"  material 
Anticipate  seasonal  demands 
Advise  on  competitors'  plans 
Improve    product   design,    more    attractive, 

easier  to  sell 
Develop  new  products 
Guarantee  products  and  services 
Suggest  flat-rate  charge  for  repairs 
Provide  nationwide  repair  services 
Provide     field    service    "trouble-shooters" 
Provide  part  trade-in  replacement  services 
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Attracting  Services  (cont.) 

Maintain  parts  for  earlier  models 

Tell  of  new  uses  for  dealers'  services  and 
products 

Advertise  dealers*  second-hand  merchan- 
dise 

Cultivate  professional  recommendations 
and  prescriptions 

Analyze  their  retail  dealers 

Analyze  their  retail  advertising 

Planning  Services 

Suggest  marketing  quotas 

Recommend     marketing     policies     &     plans 

Report   business    sales    outlook  by  products 

Provide  industry  sales  data 

Analyze    related   industries  in  the  territory 

Help  build  dealer's  community 

Elicit  inquiries  for  information 

Study    retailers'    attitude   toward   suppliers 

Investigate  resales  methods  and  suggest  new 

ways 
Establish  distributor  advisory  committee 
Encourage  long  range  planning 
Furnish  5  to  1  0  year  market  forecasts 
Try  to  level  sales  curves 

II.     "MONEY" 

Record  Keeping  Services 

Suggest  accounting  systems 

Supply  accounting  forms 

Instruct  in  accounting  methods 

Keep  dealer  records  and  accounts 

Help  them  to  take  cash  discounts 

Set-up  standards  of  good  performance 

Show  proper  ratios  of  assets  and  liabilities 

Furnish  auditing  service 

Take  inventories,  advise  what  &  when  to  buy 

Teach  management  of  money 

Help  install  time -payment  plans 

Instruct  employees  to  avoid  waste 

Advise  on  insurance,  &  taxes 

Analyze  financial  statements 

Financial  Services 

Extend  credit 

Consign  merchandise 

Endorse  notes 

Lend  money 

Assist  dealer  financing --floor  plans 

Finance  dealer  receivables 

Suggest   accounts    receivable   financing   and 

investments 
Advise  on  credit  and  collection 
Provide  credit  and  collection  service 
Find  investors 
Buy  stock  to  be  re-purchased 


Provide  consumer  financing  through  dealer 
Enhance  dealers'  reputation 
Organize  dealer  councils 
New  establishment  financing 

III.     "MEN" 

Recruiting  Services 

Help     forecast     dealers'    manpower    needs 

Furnish  job  descriptions 

Attract  students  to  dealers  through  Dis- 
tributive Education 

Address  High  School  assemblies 

Participate  in  High  School  and  College 
"Career  Days" 

Provide  scholarships 

Conduct  school  for  dealers'  sons 

Training  Services 

Suggest  sources  of  employees 

Screen  new  employees  for  dealers 

Train  new  employees  for  dealers 

Provide  on-the-job  training 

Supply   "Easy   Way"    cartoon-type  manuals 

Provide    dealer    reference  manuals   &  other 

technical  literature 
Provide    training    films,   manuals,   confer- 
ences   and   courses,    for    sales    and  serv- 
ice employees 
Teach  installation  and  repair  men 
Provide  factory,  home  office8  and  traveling 

schools 
Furnish  correspondence  courses 
Instruct  in  safety  procedures 

Managers'  Services 

Provide    management   manuals    for   owners 
Publish  management  information 
Establish  area  business  libraries 
Establish  reference  library  service 
Assist   trade    associations    to  conduct  man- 
agement institutes 
Assist  trade  associations  to  provide  courses 

for  employees 
Provide  group  insurance--life,  health,  pen- 
sion plan 
Cooperate     and   assist   on  medical   matters 
Publish  comparative  wage  scales 

IV.     "METHODS" 

'  'How-to"  Services 

Plan  inventory  control  systems 

Study    wholesaler    and    retailer   warehouse 

needs 
Lend  safety  equipment 


208 


"How-to"  Services  (cont.) 

Provide  more  warehouses 
Return  containers 

Provide    for    return   of   unsalable  merchan- 
dise 
Help  dispose  obsolete  stock 
Simplify  sales  and  service  operations 
Show  how  delivery  costs  can  be  reduced 
Suggest  how  to  reduce  freight  costs 
Inspect  and  maintain  equipment 
Make    purchases     for    dealers,    pass    along 

savings 
Provide    factory    trouble-shooter    services 
Reduce    dealers'  cost  to  install  and  service 
Make    time    and   motion    studies    of   various 

dealer  tasks 
Furnish    men    to    check    dealers'    methods 
Provide      company-owned     stores     to     test 
methods 

Education  Services 

Contribute  funds  for  dealer  research  proj- 
ects 

Furnish  educational  materials  and  equip- 
ment to  schools 

Publish  and  distribute  proceedings  of  edu- 
cational conferences 

Furnish  note  books,  identification  cards, 
supplies 

Provide  refreshments  for  educational  con- 
ferences 

Provide  generally  informative  films  for 
public  showing 

Publish  case  history  of  successful  sales 
methods 

Prepare  train-the-trainer  manuals 

Establish  public  vocational  education 
courses 

Offer  advance  courses  in  supervision  and 
management 

Furnish  meeting  rooms  and  equipment 

Support  trade  association  conventions,  ex- 
hibits, research,  education 

Teach  salesmanship  and  sales  management 

Assist  owners  in  setting  up  training  schools 

Induce  college  students  to  study  marketing 
and  business  administration 

Teach  engineering 

Provide  speakers  for  trade  association 
conventions 

Advisory  Services 

Advise    what   it   takes    to    start    and  succeed 
Precaution--offer  trial  jobs 
Publish   success   stories --how  others  did  it 
Hold     group     meetings      and     seminars      so 

dealers    can   exchange  ideas  and  methods 
Furnish  complete  business  franchise 
Conduct  dealers'  councils  for  problems  and 

opportunities 


Give  management  consultant  services 

Provide  industry  news  from  distant  places, 
fashions,  imports 

Provide  employment  service 

Offer  "home  use"  awards 

Raise  dealers'  esteem  with  wives  and  rela- 
tives 

Keep  dealers'  morale  high--show  new  tech- 
niques and  opportunities 

Furnish  legal  advice 

Tell  dealers  where  they  can  re-locate 

Finding  a  buyer  when  dealer  wishes  to 
sell  out 

Assist  in  settling  estates --appraisal  of 
businesses 

V.     "MERCHANDISING" 

Promotional  Services 

A.dvise     on    display    lighting    and    material 

handling  outlay 
Provide  store  lay-out  kits 
Assist  in  store  openings  and  planning 
Teach  principles  of  merchandising 
Package  so  merchandise  sells  itself 
Provide  "everything  needed"  packages 
Establish  and  operate  sales  and  showrooms 
Establish  fair  trade  prices 
Help  dealers  sell  their  services 
Share  dealers'  advertising  costs 
Distribute     samples    in   the    retailers'    area 
Provide  traveling  exhibits 
Exhibit    at    fairs,    trade     shows,    and   other 

public  gatherings 
Make    sales    calls    with  distributors '  sales- 
men 
Provide  incentives  to  dealers  and  their  men 
Supply  answers  to  unusual  questions 
Raise     dealers'     prestige    through    institu- 
tional advertising 
Create  a  demand  for  products  and  services 


Retailer 

Case  History:  Aubrey  H.  Perry,  Sr. 
Perry  Buick  Company 
Norfolk,   Virginia 

Today  the  Perry  Buick  Company  of  Nor- 
folk, Virginia,  of  which  my  son  and  I  are 
partners,  is  a  business  firm  which  employs 
around  100  people.  I  think  it  is  fair  to  say 
that  it  is  one  of  the  leading  successful 
business  houses  of  the  progressive  area  of 
Norfolk. 

We  didn't  grow  overnight,  however.  It 
took  a  lot  of  hard  work  and,  at  crucial 
times,  some  help  from  friends  in  business. 
The  most  important  of  the  business  friends 
who     stepped     in   to    help    me    when    I    really 
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needed  it  was  the  Motors  Holding  Division 
of  General  Motors.  They  agreed  to  put  up 
the  necessary  additional  capital  at  a  time 
when  my  biggest  asset  was  only  several 
years  of  experience  in  the  automobile  sell- 
ing field.  They  also  gave  me  invaluable 
management  help. 

After  the  World  War  I,  I  decided  to  start 
my  own  automobile  agency  by  obtaining  a 
franchise  for  a  car  that  some  of  you  may 
remember.  It  was  the  Velie.  At  about  the 
same  time,  the  manufacturer  ran  out  of 
Velies  and  I  ran  short  of  capital. 

I  had  acquired  two  babies  and  the  whole 
family  was  interested  in  eating  regularly. 
So  I  was  glad  to  get  back  on  the  sales  force 
of  the  Buick  agency  where  I  had  gone  to 
work  prior  to  World  War  I.  I  was  glad  to  be 
selling  Buicks  again  and  I  studied  hard  and 
concentrated  on  a  sales  development  pro- 
gram which  soon  gained  for  me  the  position 
of  sales  manager  and  later  general  manager 
at  the  age  of  29- 

After  a  short  time,  the  franchise  for  the 
very  agency  where  I  was  employed  became 
available.  Experience  and  owner  contacts 
placed  me  at  the  head  of  the  list  of  appli- 
cants, Buick  told  me,  but  the  competition 
was  very  keen  and  many  of  my  competitors, 
while  short  on  experience,  were  long  on 
cash. 

After  many  efforts  and  several  trips  to 
many  friends  and  sources,  I  was  able  to 
raise  $20,000.  But  that  left  me  $11,250 
short,  since  Buick  and  I  agreed  that 
$31,250  would  be  the  absolute  minimum 
requirement. 

It  was  at  this  crucial  point  that  I  re- 
membered the  Motors  Holding  Division  of 
General  Motors  and  their  unique  type  of 
assistance  for  small  business  men  trying 
to  get  started. 

I  requested  help  from  Motors  Holding 
and,  after  conferences  with  their  officials, 
and  a  careful  study  by  them  of  my  sales  and 
management  experience,  they  agreed  to  put 
up  the  necessary  additional  capital. 

The  careful  way  they  studied  my  potential 
was  quite  impressive.  However,  more  valu- 
able than  that  to  me  was  the  encouragement 
and  practical  assistance  they  provided.  In 
fact,  it  was  so  helpful  to  me  that  I  was  able 
to  purchase  back  the  Motors  Holding  Divi- 
sion stock  after  a  period  of  seven  months 
and  thereby  become  the  sole  owner  of  the 
dealership. 

Motors  Holding  gave  me  the  benefit  of 
their  research  experience  with  hundreds 
of  other  small  business  men.  I  consider 
that   the    invaluable    services  they  rendered 


in  helping  me  solve  business  and  manage- 
ment problems  made  it  possible  for  Perry 
Buick  Company  to  set  a  record  during  the 
tough    1930's    which  we   point  to  with  pride. 

♦Manufacturer 

Case  History:     Herbert  Gould 

Motors  Holding  Division 
General  Motors  Corpora- 
tion 
Detroit,  Michigan 

General  Motors  requires  outlets  for  its 
consumer  products  in  all  markets  where 
those  products  are  salable.  Its  policy  is  to 
distribute  such  products  through  independent 
merchants,  or  dealers,  who  operate  on  their 
own  capital  for  their  own  profit,  in  such  a 
manner  as  they  themselves  may  determine. 
Character,  capacity,  the  willingness  to  work 
and  the  ambition  to  progress,  as  well  as  the 
requisite  capital,  have  long  been  recognized 
as  essential  ingredients  in  the  success  of 
any  business.  The  entire  history  of  enter- 
prise demonstrates  the  futility  of  expecting 
success  where  any  one  of  these  prime 
essentials  is  lacking  to  an  important  degree. 

To  synchronize  these  essential  ingre- 
dients with  the  right  location  at  the  right 
time,  and  to  do  this  on  a  broad  scale, 
involves  difficulties.  It  frequently  happens 
that  an  individual  offers  the  desirable  per- 
sonal qualifications,  but  through  circum- 
stances, is  not  in  possession  of  adequate 
capital  to  finance  a  dealership.  Thus,  to 
promote  ways  and  means  of  providing  capital 
to  those  who  can  qualify  appears  to  be  both 
sound  and  desirable. 

Motors  Holding  Plan  was  developed  in 
1929  when  General  Motors  recognized  that 
the  need  of  prospective  dealers  could  not 
be  met  through  normal  finance  channels. 
Motors  Holding  Division  is  not  in  competi- 
tion with  local  banks,  however,  since  its 
function  is  to  provide  permanent,  not  tem- 
porary capital. 

The  objective  of  Motors  Holding  is  to 
assist  in  the  development  of  quality  dealers, 
adequately  and  independently  financed  and 
operated,  wherever  needed. 

The  plan  was  designed  to  provide  a  source 
of  capital  for  eligible  individuals  on  such  a 
basis  as  would  enable  them,  as  a  result 
of  their  own  constructive  efforts  ,  to  become 
ultimately  indepent  merchants  operating  on 
their   own   capital  created  through  the  plan. 

The  following  three  categories  represent 
typical  circumstances  where  Motors  Hold- 
ing capital  frequently  is  desirable: 

1.  To  supplement  a  prospective  dealer's 
capital  resources,  enabling  him  to  establish 
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a     new     dealership,    either     succeeding    an 
existing  dealer  or  at  an  open  point; 

2.  To  capitalize  an  existing  dealership 
in  order  to  strengthen  the  company's 
financial  position  and  thus  enable  the  dealer 
to  take  full  advantage  of  market; 

3.  To  enable  a  dealer  to  buy  out  inactive 
partners  or  to  more  efficiently  reorganize 
his  capital  structure. 

Candidates  for  an  investment  by  Motors 
Holding  are  selected  by  the  Car  Divisions 
(Buick,  Cadillac,  Chevrolet,  Oldsmobile, 
Pontiac,  and  GMC  Truck),  Frigidaire,  De- 
troit Diesel  and  Euclid,  on  exactly  the  same 
basis  as  all  potential  General  Motors 
dealers.  Essential  qualifications  are: 
character,  experience,  ability  and  capacity 
to  progress. 

The  basic  requirements  for  an  investment 
by  Motors  Holding  are: 

1.  The  dealer  must  be  recommended  by 
the  division  having  the  franchise; 

2.  The  dealer  must  have  demonstrated 
sales  and  management  ability; 

3.  The  dealer  must  make  a  satisfactory 
investment,  the  exact  amount  of  which  will 
depend  on  the  circumstances  but  in  no  case 
less    than   25%  of  the  total  required  capital; 

4.  The  dealer  must  subscribe  to  sound 
merchandising  policies  based  on  the  ex- 
perience and  practices  of  successful 
dealers.  These  principles  have  been  sum- 
marized in  "Policies  of  Motors  Holding  as 
a  Stockholder  in  Dealership  Corporations" 
issued  by  Motors  Holding  Division. 

When  an  investment  is  agreed  upon,  the 
dealer  is  elected  president  and  a  director  of 
the  company.  He  appoints  all  its  personnel 
and  is  directly  responsible  for  the  manage- 
ment of  the  enterprise.  Motors  Holding 
retains  voting  stock  control  of  the  company 
during  the  period  in  which  it  owns  stock. 

The  dealer  makes  his  investment  in  the 
dealer  company  by  the  purchase  of  $100 
par  Class  B  (non-voting)  Stock.  Motor 
Holding  Division  makes  one^-half  of  its 
investment  in  6%  long  term  notes  and  one- 
half  through  the  purchase  of  $  100  par  Class 
A  (voting)  Stock.  Shares  of  each  class 
participate  equally  in  profits  on  a  per- 
share  basis. 


♦Retailer 

Case  History: 


Edward  Gee,  President 
Gee  Lumber  and  Coal 

Company 
Chicago,  Illinois 


For    many    years    we    have    used    the    re- 
search  material    developed   by   the  Chicago 


Tribune  to  guide  the  expansion  of  our  build- 
ing material  operation. 

Their  study,  completed  last  year  show- 
ing the  attitudes  of  people  toward  building 
material  yards,  was  of  great  importance  to 
us  because  it  showed  the  importance  of  the 
woman  shopper  in  the  building  material 
yards. 

Previous  to  1946,  our  business  was  con- 
fined to  selling  coal  and  building  material, 
particularly  lumber.  We  then  relocated  our 
store  and  started  a  planned  program  of 
appealing  to  the  consumer, 

We  started  by  attempting  to  have  an 
attractive  and  well-illuminated  store  which 
would  be  appealing  to  the  entire  family  to 
shop  in.  Over  three-fourths  of  our  buildings 
and  warehouses  as  well  as  the  main  shop- 
ping area  are  heated.  Also,  the  main  shop- 
ping area  is  air-conditionedin the  summer- 
time to  enable  our  customers  to  shop  in 
comfort  and  spend  as  much  time  as  they 
would  like  to  browse. 

Merchandise  was  displayed  on  open-type 
gondolas  of  the  self-erection  type  with  as 
much  merchandise  on  view  to  the  customer 
as  possible.  A  housewares  and  gift  depart- 
ment was  added  as  well  as  a  greenhouse 
plant  department  which  proved  to  be  very 
popular  with  the  women. 

A  complete  remodeling  service  is  avail- 
able where  we  have  model  rooms,  model 
kitchens,  and  recreation  rooms  on  display. 
These  displays  are  constantly  being  changed 
to  show  our  customers  the  latest  in  re- 
modeling materials  and  appliances. 

During  this  period,  we  have  leaned  on 
the  Tribune  extensively  for  the  research 
which  has  emanated  from  its  marketing 
organization.  Needless  to  say,  it  has  paid 
off  because  we  have  increased  our  volume 
some  ten-fold  since   1947. 

♦Press  Case  History:  Pierre  D.  Martineau 

Chicago  Tribune 
Chicago,  Illinois 

In  1955-56  the  Chicago  Tribune  under- 
took a  study  to  show  dealers  in  the  retail 
lumber  and  building  materials  industry: 

1.  The  tremendous  potential  for  home 
maintenance  projects; 

2.  The  necessity  for  more  up-to-date  and 
aggressive  merchandising  policies  by 
dealers; 

3.  The  shift  in  the  character  of  this 
market. 

Let  us  take  these  step  by  step. 

Government  and  various  leaders  in  this 
industry    have     been    trying    to    awaken   the 
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retailers  to  the  tremendous  possibilities 
for  home  repair  and  home  maintenance. 
However,  there  were  no  concrete  statistics 
to  show  either  the  character  or  the  extent 
of  this  potential  market. 

The  Chicago  Tribune  made  two  separate 
but  closely  related  studies  embracing  1280 
interviews  among  lumber  yard  customers 
and  home  owners  in  Metropolitan  Chic  ago -- 

1.  880  interviews  with  actual  customers 
at  15  leading  yards. 

2.  400   interviews    among   home   owners. 
These     studies     enabled   us    to    show   with 

accuracy  the  share  of  customers  with  plans 
for  a  home  project  in  a  great  many  different 
building  areas;  the  sales  potential  by  age 
of  the  home;  the  percentage  of  people  who 
would  undertake  the  project  themselves,  so 
we  could  estimate  the  amateur  market;  the 
sales  potential  by  different  social  classes; 
the  reasons  for  shopping  at  some  particular 
company;  the  shopper's  evaluation  of  the 
yards  themselves;  the  distances  people  will 
travel  to  lumber  yards;  the  choice  of  outlet 
for  specific  products.  This  approach,  based 
on  scientific  sampling,  enabled  us  to  make 
projections  about  the  potential  market. 

Another  part  of  the  study  explored  cus- 
tomer attitudes  toward  this  type  of  outlet. 
We  used  a  variety  of  psychological  and 
straight  opinion  questions  to  emphasize 
what  a  number  of  leaders  in  the  industry  had 
suspected;  namely,  that  a  great  many  of 
the  retailers  needed  to  overhaul  their 
merchandising  approaches.  Traditionally, 
this  industry  was  geared  to  sell  contractors 
and  professional  buildings,  not  the  general 
public . 

The  study  pointed  out  that,  with  the 
tremendous  number  of  amateurs,  new  home 
owners  and  do-it-yourself  fans  ,  the  industry 
was  confronted  with  a  shopper  who  was 
bewildered  by  the  backwardness  of  many 
lumber  yards.  For  example,  there  were 
none  of  the  stimulating  ideas  for  buying 
that  a  person  finds  in  a  department  store. 
There  was  little  understanding  on  how 
to  create  buying  stimulation  for  such  prod- 
ucts as  lumber  and  paint.  Little  effort 
was  exerted  to  help  the  amateur  and  en- 
courage him  to  undertake  sizeable  projects. 
There  was  little  effort  to  appeal  to  the 
satisfaction  an  amateur  would  experience 
from  do-it-yourself  and  home  improvement 
projects. 

We  stressed  the  need  for  modern  mer- 
chandising methods  and  imaginative  selling 
to  show  lumber  as  an  end  product  in  the 
home.    We    urged  a  face-lifting  which  would 


permit   this    type   of   outlet  to  compete  with 
department  stores  and  mail  order  stores. 

Furthermore,  we  pointed  out  on  the  basis 
of  various  psychological  questions,  that 
women  had  become  a  definite  factor  in  the 
initiation  of  home  maintenance  projects  and 
the  actual  undertaking  of  them.  We  also 
showed  that  there  was  a  great  deal  of 
working  together  around  the  home  on  these 
projects,  and  that  in  a  great  many  instances, 
the  women  actually  did  the  buying  of  the 
materials. 

We  stressed  the  need,  therefore,  for  a 
merchandising  approach  for  advertising 
and  promotion  which  would  interest  more 
women.  Instead  of  featuring  only  price  and 
utility,  we  pointed  out  that  retailers  should 
emphasize  color,  beauty,  decorative  and 
style  factors.  We  pointed  out  that  the  retail 
lumber  yard  had  done  very  little  to  be 
attractive  to  women. 

In  summary,  we  pointed  out  that  there 
was  very  little  buying  stimulation  about 
lumber  yards  as  retail  outlets.  We  felt 
that  since  the  home  was  associated  in 
people's  minds  with  comfort,  leisure  time 
and  security,  retailers  selling  anything  for 
the  home  should  be  able  to  tap  this  great 
wealth  of  buying  motives.  Thus  they  could 
bridge  the  gap  with 

.  .  .  better    merchandising    and    displays 

.  .  .  customer  relations 

.  .  o  better     advertising     and    promotion. 

We  felt  that  the  yards  needed  to  adopt 
modern  techniques  of  display,  in-store 
advertising  and  other  customer  service 
techniques  consistently  successful  in  other 
fields  of  retailing.  We  pointed  out  that  only 
the  exceptional  yard  matches  the  merchan- 
dising techniques  of  the  modern  super- 
market, gas  station,  department  store,  or 
even  the  modern  hardware  store. 

We  further  emphasized  that  today  the 
white-collar  class  is  almost  as  important 
as  the  blue  collar  class  in  the  home  project 
market.  This  gave  more  reason  to  recognize 
advanced,  modern  merchandising  tech- 
niques, comparable  to  stores  where  the 
white  collar  class  regularly  shopped.  We 
pointed  out  that  there  was  little  glamour 
for  the  woman  in  lumber  and  raw  materials  . 
We  suggested  that  just  as  department  stores 
provide  interior  decorating  services,  the 
women  would  like  to  talk  to  somebody  in 
her  language  of  color  and  decoration  rather 
than  utility  and  price. 

We  felt  that  impulse  purchasing  was 
definitely  an  area  of  weakness  in  lumber 
yard   merchandising.  This  should  be  reme- 


212 


died  by  attractive  in-store  advertising, 
tempting  displays,  diversification  of  lines, 
and  good  salesmanship. 

It  is  our  basic  premise  that  the  lumber 
yard  today  is  slow  to  meet  the  challenge 
of  other  retailers  in  modernmerchandising 
methods.  The  customer  is  satisfied  but  not 
stimulated.  We  believe  the  yards  have  not 
fully  capitalized  on  the  powerful  motives 
associated  with  the  home.  We  proposed  that 
each  yard  needed  to  lift  its  sights  and 
establish  a  program  of  colorful,  imaginative, 
creative  merchandizing;  of  well-trained 
personnel  capable  of  providing  today's  ama- 
teur builders  with  advice;  and  of  stimulating 
displays  and  stock  arrangements. 

I  would  like  to  cite  just  a  few  concrete 
instances  of  how  Chicago  area  retailers 
have  specifically  made  application  of  this 
study's  findings: 

Harvey  Lumber  Company  has  just  opened 
another  new  yard  on  Grand  Avenue  in 
Chicago.  The  owners  tell  us  the  design  of 
their  attractive  new  showroom  was  created 
to  capture  the  very  essence  of  these  find- 
ings. 

Hill-behan  Lumber  Company  has  changed 
its  entire  display  approach  as  a  result  of 
this  presentation. 

Allstate  Lumber  Company  on  South 
Cicero  Avenue  is  now  in  the  process  of 
creating  a  new  building  which  will  be  a 
modernized,  attractive  display  center. 

Joseph  Lumber  Company  on  North 
Narragansett  has  realigned  its  displays, 
added  a  number  of  other  items  to  its  stock 
and  changed  its  entire  merchandizing  ap- 
proach. 

The  Edward  Hines  Lumber  Company  has 
created  two  new  stores,  one  in  Homewood, 
Illinois,  and  the  other  on  95th  Street,  to 
make  them  attractive  to  the  do-it-yourself 
buyer. 

Gee  Lumber  Company,  already  one  ofthe 
most  progressive  stores  in  this  field,  has 
constantly  made  changes  since  the  study 
was  presented  to  them  to  conform  to  the 
findings  and  the  opportunities  indicated  to 
them. 

I  have  simply  mentioned  these  specific 
instances  to  illustrate  how  this  study  has 
concretely  opened  up  new  horizons  for  the 
small  business  men  in  this  field.  This 
study  was  of  such  a  scope  and  required 
such  a  technical  background,  that  no  indi- 
vidual merchant  could  have  undertaken  it 
himself. 


♦Retailer  Case  History: 


Sid  H.  Stichal 
Sid's  Camera  Shop 
Montebello,  Cali- 
fornia 


As  a  camera  store  owner  and  operator 
for  the  last  eleven  years,  I've  had  the 
opportunity  of  seeing  my  time-payment 
sales  evolve  through  several  stages --from 
nothing  when  I  first  started,  through  an 
informal  system  that  was  purely  defensive 
and  used  only  when  competition  forced  it, 
finally  to  a  professionally  developed  sys- 
tem that  promotes  sales  and  builds  my 
business. 

About  four  years  ago  I  became  aware  of 
lost  sales  from  my  lack  of  time-payment 
service.  I  felt  in  many  instances  that  I 
was  actually  "selling"  the  customer,  but 
he'd  go  to  a  large  store  for  the  purchase 
so  he  could  use  a  time-payment  plan.  There- 
fore, because  I  was  forced  into  it,  I  made 
my  first  contact  sales  informally  to  regu- 
lar customers  whose  credit  I  considered 
good.  I'd  simply  record  the  terms  of  the 
sale,  give  the  customer  a  copy,  and  leave 
the  rest  to  him. 

As  the  demand  for  time -payments  in- 
creased, I  found  myself  credit-selling  to 
people  I  didn't  know.  I  would  get  some 
financial  information  from  them  but  usually 
with  the  embarrassed  feeling  that  I  was 
prying  into  their  personal  business.  I  didn't 
have  the  printed  application  forms  that  make 
the  establishment  of  credit  impersonal  and 
unembarrassing  for  everyone.  Because  I 
didn't  have  the  machinery  to  do  any  part  of 
the  job  either  easily  or  properly,  I  developed 
a  negative  attitude  towards  time  selling 
itself,  and,  for  at  least  two  years,  I'm  sure 
I  lost  many  sales  by  not  promoting  it  or  by 
presenting  my  plan  poorly  when  I  was 
asked  about  it. 

In  March  of  1955,  I  therefore  welcomed 
the  opportunity  to  order  the  Eastman  Kodak 
Company's  "Selling-On-Time  Kit."  It 
turned  out  to  be  a  complete  system  of  time- 
selling  procedures  that  included  imprinted 
business  forms,  courtesy  credit  cards  for 
future  use,  notices  for  delinquent  accounts 
and  even  a  follow-up  letter  for  the  customer 
when  his  last  payment  was  made. 

I  put  the  system  into  effect  immediately 
with  the  confident  feeling  that  I  could  now 
offer  a  definite  program  for  time  selling 
that  was  attractive  and  workable  as  any 
offered  by  even  my  largest  competitors. 
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To  follow  up  my  acceptance  of  the  plan, 
the  Eastman  Kodak  Company  sent  credit 
department  representatives  to  call  on  me. 
They  were  able  to  help  me  promote  the 
plan  locally  through  my  newspaper  adver- 
tising, and  to  work  out  some  of  the  trouble- 
some details  that  needed  attention. 

I  have  been  particularly  pleased  because 
this  plan  applies  equally  to  all  items  in  the 
store,  regardless  of  the  manufacturer. 
None  of  the  forms  included  in  the  kit  is  in 
any  way  restricted  for  use  with  Kodak 
products,  so  I  use  it  for  all  time-payment 
purchases  in  my  store. 

The  net  effect  of  the  plan  has  been 
decidedly  satisfactory  to  me.  Sales  jumped 
the  first  year  I  used  it  by  one -third,  and  by 
more  than  one-quarter  the  second  year.  I 
feel  that  these  increases  were,  to  a  con- 
siderable extent,  the  result  of  my  adopting 
the  time -payment  plan- -both  in  its  obvious 
effect  on  total  time  sales,  and  in  cash 
sales  too  that  resulted  from  the  promotional 
work  that  goes  with  the  plan. 

The  effects  of  the  program  on  my  cus- 
tomers* goodwill  have  been  equally  good.  I 
find  an  increasing  number  using  their  ac- 
count with  me  as  a  reference  in  establish- 
ing credit  with  other  merchants.  This 
multiplies  the  usefulness  of  the  time  plan 
to  each  customer,  and  he,  in  turn,  tells  his 
friends. 

There  is  no  question  in  my  mind  that 
this  simplified  system  has  been  a  sub- 
stantial business  builder--one  that  gives 
me  confidence  that  my  operation,  although 
smaller  than  many,  is  in  no  way  less 
efficient,  less  flexible,  or  less  businesslike. 

♦Manufacturer 

Case  History:  Kenneth  G.  Stuart 

Eastman  Kodak  Company 
Rochester,  New  York 

For  several  years  prior  to  1953,  various 
people  in  Kodak's  Sales,  Advertising,  and 
Credit  Departments  had  been  aware  of  the 
interest  of  some  Kodak  dealers  in  selling 
on  time.  In  1953,  a  steering  committee 
composed  of  representatives  of  the  above 
three  departments  plus  the  Market  Re- 
search Department  was  formed  to  investi- 
gate and  evaluate  time -payment  selling  as  a 
possible  area  for  service  to  Kodak  dealers. 

Market  Research's  preliminary  investi- 
gation indicated  that  time-payment  selling 
was  logical  for  photographic  equipment, 
since  the  market  for  equipment  was  found 
to  coincide  with  the  market  that  buys  on 
time.    While    87    per   cent   of   Kodak's   retail 


dealers  claimed  they  did  some  credit  sell- 
ing, actually  less  than  20  per  cent  of  them 
had  a  real  time -payment  plan  in  operation. 
Lack  of  use  of  time -payment  selling  by 
retail  photo  stores  was  indicated  by  the 
fact  that  in  195  2  only  5  per  cent  of  all 
photographic  equipment  sold  was  sold  on 
time. 

Further  investigation  showed  that  selling 
on  time  could  be  advantageous  to  retail 
photo  stores  for  the  following  reasons: 

1.  Selling  on  time  should  help  create 
new  sales  by  bringing  into  the  market 
customers  unable  to  pay  for  photographic 
equipment  in  one  payment. 

2.  Selling  on  time  should  help  raise 
sales  averages  by  permitting  people  who 
have  some  money  to  use  it  as  a  down  pay- 
ment on  equipment  rather  than  as  the  total 
price  of  less  expensive  equipment. 

3.  Selling  on  time  should  increase  store 
traffic  as  credit  customers  return  to  the 
store  with  their  payments.  Retailers  thus 
would  have  more  opportunities  to  sell 
accessory  items  or  other  items  such  as 
film  and  flash  bulbs. 

4.  Selling  on  time  should  help  to  keep 
the  retail  photo  store  in  stride  with  com- 
petitors offering  customers'  leisure  goods 
such  as  sporting  goods,  power  tools,  jewelry, 
and  appliances. 

Before  we  began  offering  dealers  time- 
payment  selling  that  was  to  be  of  help  to 
retailers,  it  would  have  to  be  used  in  con- 
nection with  all  product  lines  carried  in  a 
store,  not  just  Kodak  equipment.  In  1954, 
therefore,  Kodak  began  a  threefold  pro- 
gram designed  to  aid  retailers  in  selling 
all  types  and  brands  of  photo  equipment 
on  time  as  follows: 

1.  Time -payment  selling  was  promoted 
to  retailers  as  an  attractive  way  of  doing 
business. 

2.  Information  on  how  to  sell  on  time 
was  made  available. 

3.  Advertising  materials  for  retailers' 
use  in  promoting  the  time -payment  plans 
were  offered  to  dealers. 

Articles  in  Kodak's  trade  magazine, 
"Kodak  Dealer  News",  featured  the  value 
of  time-payment  selling  and  the  experiences 
of  dealers  using  it  successfully.  The  Kodak 
"Selling  on  Time"  kit,  a  how-to-do-it 
instruction  manual,  was  prepared  and 
offered  to  dealers. 

After  the  program  had  been  in  operation 
for  several  months,  an  evaluation  of  its 
progress  was  made.  This  evaluation  sug- 
gested that  the  printed  word  could  carry 
only   so   much   of  the    load.    Dealers  needed 
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personal  help  in  appraising  time  payment's 
benefits  and  setting  up  their  plans.  Since 
Kodak's  salesmen  were  already  fully  occu- 
pied with  the  duties  of  their  jobs,  three 
special  credit  representatives  were  sent 
out  from  Rochester  in  January  1955.  These 
men  had  business  background  and  credit 
experience.  Their  job  was  to  call  on  and 
help   dealers    interested   in  selling  on  time. 

In  the  course  of  their  calls,  Kodak's 
credit  representatives  found  that  many 
dealers  who  were  interested  in  selling  on 
time  were  hindered  by  lack  of  availability 
of  satisfactory  forms.  Kodak  people,  there- 
fore, designed  and  made  available  to  dealers 
a  complete  kit  of  credit  forms  in  the  spring 
of  1956. 

The  contribution  of  market  research  to 
this  program  has  been  continuous.  Market 
research  work  started  with  the  prelimi- 
nary investigation,  continued  in  determin- 
ing dealers'  attitudes  and  needs,  in  the 
evaluation  of  the  original  program,  and  in 
the  development  of  improvements.  Market 
research  is  now  involved  in  a  study  to  re- 
evaluate the  program  as  of  the  present 
time.  It  is  also  investigating  the  possi- 
bility of  extending  a  "selling  on  time" 
program  which  can  be  used  by  portrait 
studios. 


♦Distributor 
Case  History: 


J.  Alex  Gettman, 
President 

Chemcity  Electronic  Dis- 
tributors 

Charleston,  West  Virginia 


Chemcity  Radio  and  Electric  Company 
is  an  electronic  parts  distribution  company 
selling  electronic  tubes  and  components  to 
television  and  radio  service  dealers  in 
West  Virginia  and  Eastern  Tennessee.  In 
our  industry  we  consider  ourselves  a  small 
business  selling  to  other  smaller  busi- 
nesses. 

The  majority  of  our  service  dealer 
customers  are,  by  the  very  nature  of  their 
training,  technicians  rather  than  business- 
men. Consequently,  those  who  are  able  to 
realize  sufficient  profit  from  their  en- 
deavors to  meet  their  obligations  promptly, 
and  at  the  same  time  provide  for  their 
families  properly,  do  so  because  of  unusual 
native  ability  or  as  a  result  of  the  "trial 
and  error"  method.  The  successful  ones 
have     been     relatively    few    in    our    nearly 


eighteen  years'  experience.  So,  our  basic 
problem  is  how  to  encourage  better  organi- 
zation, better  operating  methods  and  better 
management  so  that  our  customers  could 
reduce  their  operating  costs  and  make  a 
reasonable  profit. 

We  distributors  have  found  that  we  must 
depend  upon  our  suppliers  for  much  of  the 
material  to  accomplish  this  result  since 
our  facilities  and  those  of  our  dealers  are 
not  adequate  for  the  preparation  of  basic 
technical  training  material  and  a  business 
management  manual  required  for  a  service 
dealer's  business. 

What  we  needed  was  a  program  outside 
of  our  day-to-day  contacts  with  our  cus- 
tomers--a  program  designed  by  a  bene- 
factor who  had  a  sincere  interest  in  our 
industry  and  sufficient  capital  at  his  dis- 
posal to  study  these  problems  from  the 
service  dealer's  viewpoint. 

We  feel  that  an  outstanding  step  in  the 
right  direction  has  been  supplied  to  us  by 
the  General  Electric  Company  through  their 
Service  Management  Program  and  Service 
Management  Manual. 

When  General  Electric  made  the  Service 
Management  program  available  to  us,  we 
reviewed  all  of  our  customers  and  their 
operating  requirements.  We  then  conducted 
a  training  meeting  for  our  salesmen  so  that 
they  would  become  familiar  with  the  Service 
Management  Manual.  Then,  on  a  program 
basis,  we  conducted  individual  and  group 
meetings  with  dealers  to  present  the  mate- 
rial in  the  Service  Management  Manual. 

The  program  resulted  in  a  closer  working 
relationship  between  our  customers  and  us. 
It  gave  our  salesmen  confidence  in  dis- 
cussing business  matters  with  our  service 
dealers --a  confidence  which  previously  had 
been  completely  lacking. 

We  found  that,  after  one  year  of  opera- 
tion, our  customers  were  much  more  aware 
of  the  need  for  improvement  in  some  of 
their  methods.  They  also  were  in  a  better 
position  to  pay  their  bills  and  found  that 
they  were  collecting  their  bills  on  a  more 
orderly  basis. 


♦Distributor 

Case  History:  John  T.  Thompson 

General  Electric  Company 
Schenectady,  New  York 

Radio    and  television  service  dealers   are 
technically     trained     individuals,     most     of 
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whom  have  gone  into  this  business  either 
as  individual  business  men  or  have  set  up  a 
dealer  organization  employing  other  tech- 
nicians acting  together  in  one  business 
entity. 

Owing  to  the  complexity  of  electronic 
circuitry  and  the  basic  interest  in  tech- 
nology which  motivates  most  of  these  indi- 
viduals, most  of  their  training  has  been 
highly  concentrated  on  the  technical  phase 
of  their  business.  Even  in  this  area,  it  has 
been  extremely  difficult  for  them  to  obtain 
material  necessary  to  keep  them  abreast 
of  the  latest  developments  in  the  field  of 
electronics  in  which  they  are  interested. 

The  paramount  problem,  as  inmost  small 
businesses,  has  been  to  develop  an  aware- 
ness of  the  importance  of  professional 
business  management  principles  and  their 
importance  in  assuring  a  successful  opera- 
tion, no  matter  how  large  or  small  their 
business  might  be.  It  is  estimated  that  the 
gross  volume  of  these  full-time  businesses 
normally  varies  between  $10,000  to  over 
$250,000  per  year,  with  the  largest  number 
of  these  businesses  falling  at  the  low  end 
of  the  scale. 

Several  years  ago  it  was  recognized  that 
one  of  the  significant  needs  in  this  area 
was  the  development  of  a  manual  suitable 
for  use  as  an  operating  guide  for  a  service 
dealers  business,  containing  pertinent  in- 
formation on: 

1.  Technical  matters; 

2.  Accounting  methods  and  practices; 

3.  Sales  development  and  advertising; 

4.  The  general  industry. 

With  this  in  mind,  a  study  was  made  by 
the  Marketing  Research  organization  of 
Tube  Sales  to  obtain  the  operating  charac- 
teristics of  a  large  sample  of  typical 
independent  service  dealers  throughout  the 
country.  This  was  followed  up  by  field  sur- 
veys in  which  the  operating  practices  of 
these  small  business  men  were  studied 
to  isolate  the  basic  operating  problems 
involved  in  a  typical  radio  and  television 
service  dealer's  business. 

As  a  result  of  this,  the  sub-division  of 
problems  outlined  above  was  prepared.  In 
addition,  a  complete  building  block  book- 
keeping system  was  developed,  designed 
specifically  for  this  particular  business. 
All  of  this  material  was  then  made  avail- 
able through  normal  distribution  channels 
to  these  dealers.  In  many  areas,  a  series 
of  sessions  was  held  with  dealers  in  which 
accounting  classes  were  held  to  discuss 
such  items  as  collection  techniques,  deter- 
mination  of   operating   costs    and  new  tech- 


niques in  servicing  television  receivers. 

At  no  time  was  an  attempt  made  merely 
to  distribute  this  material  without  careful 
determination  of  the  dealer's  real  interest 
in  its  use. 

Most  distributors  are  particularly  inter- 
ested in  seeing  that  this  type  of  informa- 
tion is  made  available  to  their  dealers  since 
it  obviously  assists  in  improving  the  fi- 
nancial condition  of  their  customers  and 
their  position  as  a  credit  risk.  Associated 
Distributors  in  San  Francisco  was  the  first 
distributor  to  introduce  this  plan  to  its 
dealers  and  within  six  months  had  enrolled 
over  150  dealers  as  participants  in  this 
management  self -development  program. 

We     plan     to    continue    this     service    on 
the    basis    of  providing   timely   information 
which  will  be  helpful  in  guiding  these  small 
business   men  to  higher  levels  of  operating 
efficiency. 


*Distributor 
Case  History: 


H.  R.  Hammerman 
Dealer  Training  Repre- 
sentative 
Retail  Department 
Shell  Oil  Company 
New  York,  N.  Y. 


SHELL  JOBBER  "DO-IT-YOURSELF" 
DEALER  TRAINING  PROGRAM 

Types  of  Shell  Marketing  Distribution 

Shell  has  two  basic  types  of  marketing 
territory: 

1.  DIRECT  TERRITORY,  in  which  Shell 
owns  and  operates  its  own  marketing  bulk 
distribution  plants  and  tank  trucks  to  de- 
liver refined  product  directly  to  the  inde- 
pendent service  station  dealer  for  sale  on 
the  retail  level.  (This  type  of  arrangement 
is  found  mostly  in  large  metropolitan  areas .) 

2.  JOBBER  TERRITGRY,  in  which  Shell 
delivers  the  product  in  bulk  quantities  to 
the  independent  Shell  Jobber  who,  in  turn, 
owns  (or  leases)  and  operates  his  own 
bulk  plants  and  tank  track  fleets  to  deliver 
the  product  to  his  own  group  of  retail 
jobber-dealers  operating  in  his  franchised 
territory. 

Shell  Dealer  Training  Program  in  Direct 
Territory 

Shell  operates  approximately  85  local 
Retail  Training  Centers  in  direct  territory 
to  train  Shell  dealers  and  their  employees 
in  modern  service  station  operation. 
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These  Training  Centers  are  fully  equipped 
with  conference  rooms  for  lecture  work, 
lube  rooms  for  service  work,  portable 
pump  islands  for  demonstration  selling, 
and  "dummy"  sales  rooms  for  practice  in 
proper  product  shelving  arrangements  and 
merchandising  displays. 

The  instruction  is  performed  by  the 
local  Shell  District  Merchandising  Repre- 
sentative, who  is  an  expert  in  the  service 
station  selling  field  with  many  years' prac- 
tical, first-hand  experience. 

The  Training  Curriculum  at  the  Training 
Centers  consists  of  16  "Basic  Service 
Station  Subjects,"  covering  every  aspect  of 
successful  service  station  operation,  sales, 
merchandising  and  management. 

The  instructional  techniques  at  these 
Training  Centers  are  based  upon  the  use  of 
a  special  rear-view  sound  slide  film  pro- 
jector (containing  a  7  50  watt  bulb  and 
transparent  Vinyl  Plastic  screen  for  pro- 
jection from  behind  the  screen  instead  of  in 
front),  utilizing  training  slide  films  on  each 
of  the  16  Basic  Subjects.  The  rearview 
feature  of  the  projector  was  specially 
developed  for  use  in  Shell's  Dealer  Train- 
ing Program  to  enable  us  to  achieve  day- 
light penetration  with  our  films  in  a  variety 
of  Training  Centers  whose  location  and 
physical  facilities  do  not  permit  conventional 
"darkened  room"  screen  projection. 

The  training  films  themselves  serve  as  a 
"crutch"  or  guiue  to  the  Shell  Retail 
Instructor  to  make  absolutely  certain  that 
a  standardized  training  program  of  uniform 
high  level  is  gotten  over  to  the  dealers 
throughout  our  marketing  territories 
nationwide. 

The  Shell  Jobber's  Training  Responsibility 

As  an  independent  business  man  oper- 
ating in  his  own  franchised  territory,  it  is 
the  Shell  Jobber's  responsibility  to  train 
his  jobber-dealers  in  profitable  service 
station  management.  The  Shell  Retail  Cen- 
ters are  open  to  jobber-dealers  as  well  as 
direct  dealers,  but  for  a  variety  of  reasons 
it  is  often  impractical  for  the  jobber- 
dealers  to  avail  themselves  of  these  facili- 
ties. They  require  a  training  program 
tailored  to  their  local  marketing  territory 
and  to  their  individual  station  sales  prob- 
lems. 

Shell  Jobber  Training  Problems 

1.  The  Shell  Retail  Training  Centers  have 
to   be   located  in  metropolitan  areas    to   do 


the  most  good  generally.  This  is  usually  a 
good  distance  from  the  location  of  the 
jobber-dealer,  often  requiring  an  overnight 
stay.  The  jobber-dealer  is  reluctant  to 
leave  his  station  for  an  extended  period  of 
time  in  order  to  receive  training. 

2.  In  addition,  jobber-dealer  stations 
are  usually  small  1  or  2-man  operations, 
so  that  the  jobber-dealer  is  hesitant  to 
leave  his  station,  or  to  send  his  employee, 
even  for  a  Training  Center  located  in  his 
own  city. 

3.  The  Shell  Jobber  himself,  while  a 
successful  business  man  with  considerable 
experience  in  the  service  station  business, 
does  not  have  the  background,  the  "know- 
how",  the  time,  the  materials,  the  tools,  or 
even  the  temperament,  to  successfully  teach 
others.  He  may  certainly  know  the  service 
station  business,  but  often  he  does  not  know 
how  to  communicate  this  knowledge  to  others 
in  a  way  that  will  be  learned,  absorbed 
and  retailed  by  them.  In  short,  the  Shell 
Jobber,  as  a  life-long  business  man,  does 
not  always  have  a  professional  background 
in  teaching,  although  training  his  jobber - 
dealer  organization  in  the  fundamentals  of 
service  station  operation  is  absolutely 
essential  to  his  own  business  success. 

Solution:  -  Jobber  "Do- It- Your  self"  Dealer 
Training  Program 

1.  To  solve  the  Jobber's  training  prob- 
lems, Shell  made  available  to  all  its 
Jobbers  at  the  cost  price  of  $230  the  same 
special  rear-view  slide  film  projector, 
screen,  and  turntable  record  player  em- 
ployed at  Shell's  own  Retail  Training  Cen- 
ters. 

2.  Also  made  available  to  Jobbers  free 
were  all  the  Shell  service  station  training 
slide  films  utilized  at  the  Training  Centers 
covering  the  16  Basic  Service  Subjects,  in- 
cluding the  new  course  of  five  slide  films 
entitled  "Professional  Salesmanship"  and 
teaching  the  fundamental  principles  of  suc- 
cessful service  station  selling. 

3.  In  addition,  a  special  Jobber  "Do-It- 
Yourself"  Reference  Guide  was  compiled 
for  the  first  time,  listing  approximately 
150  training  slide  films  available  free  to 
the  Jobber  from  various  elements  of  the 
automotive  industry  and  covering  every 
phase  of  service  station  training.  Listed 
were  slide  films  and  other  training  mate- 
rials available  free  from  such  groups  as 
the  American  Petroleum  Institute;  Serv- 
ice Station  Trade  Publication;  the  car 
manufacturers;    the   tire  and  battery  manu- 
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facturers;  the  suppliers  to  the  oil  industry 
such  as  the  Ethyl  Corporation  and  Du 
Pont;  automotive  accessories  manufac- 
turers; and  radiator  chemical  producers. 
This  Reference  Guide  gives  the  exact  title 
of  the  film,  a  one-paragraph  description  of 
the  subject  matter,  and  the  exact  name  and 
address  of  the  company  from  whichthefilm 
may  be  obtained  free.  This  is  the  first  time 
any  such  comprehensive  list  of  service 
station  training  materials  has  ever  been 
compiled  and  made  available  in  the  oil 
industry. 

Training  Problems  Specifically  Overcome 
by  the  Various  Component  Parts  of  the  Shell 
Jobber  "Do-It- Yourself  "  Training  Program 

1.  The  use  of  the  special  rear-view 
"daylight  penetration"  slide  film  projector 
enabled  the  Jobber  to  bring  the  training 
program  to  the  jobber-dealer  at  the  sta- 
tion. The  jobber-dealer  no  longer  had  to 
leave  his  station  unmanned  in  order  to 
receive  training.  The  projector  could  be 
set  up  and  the  films  shown  in  any  area  on 
the  station  grounds  (a  fully  darkened  room, 
or  formal  training  center,  was  no  longer 
necessary. 

2.  The  station  employees  of  the  jobber- 
dealer  could  now  also  be  covered  in  the 
at-the-station  training  program.  (This  is 
extremely  important  because  statistics 
reveal  that  the  dealer's  employees  wait 
upon  75%  of  the  customers  on  the  pump 
island,  with  the  dealer  himself  handling 
only  about  25%  of  the  trade.) 

3.  The  Jobber's  training  program  could 
now  be  put  on  a  continuous  basis,  instead 
of  a  "hit-or-miss",  "once-in-a-while" 
basis.  Whenever  there  was  a  change  in  the 
station  operator  or  whenever  there  was  a 
dealer  new  to  the  business  taking  over  a 
station,  the  Jobber's  training  program  could 
be  placed  into  immediate  operation.  The 
Jobber  no  longer  had  to  wait  until  he  had 
five  or  six  dealers  requiring  training  before 
he  could  justify  the  expense  of  renting  a 
training  site  and  conducting  a  training 
session. 

4.  The  Jobber  no  longer  has  to  be  a 
professional  teacher.  With  just  a  "flip  of 
the  switch"  turning  on  the  projector  and 
with  just  the  mailing  of  a  series  of  2  cent 
postcards  to  obtain  the  great  variety  of 
free  films,  the  Jobber  is  in  the  training 
business --as  fully  equipped  and  as  fully 
qualified  to  teach  as  Shell's  own  Retail 
instructors. 

5.  The  Jobber  now  has  a  "crutch"  to 
aid  him   do   the  basic  training  job- -profes- 


sionally prepared  training  films  with  narra- 
tion, covering  every  phase  of  service  sta- 
tion operation,  to  help  him  get  the  sales 
and  training  story  across  for  him.  He  no 
longer  has  to  spend  days  and  weeks  of  his 
valuable  business  time  in  preparing  his 
own  training  program--if  he  was  capable  of 
preparing  this  program  in  the  first  place. 

6.  The  Shell  Jobber  now  has  an  exclusive 
dealer  training  program  to  give  him  a 
strong  selling  and  merchandising  advantage 
over  his  local  competitive  oil  jobbers. 

♦Press  Case  History:  A.  Edward  Miller 

Life  Magazine 
New  York,  N.  Y. 

Small  business  and  big  business  have  at 
least   one  common  concern--the  consumer. 

To  achieve  success,  any  business,  big  or 
small,  must  understand  the  actions  and 
attitudes  of  the  consumer.  This  becomes  a 
problem  of  measuring  the  behavior  and 
opinions  of  the  consumer.  Small  firms 
frequently  cannot  afford  to  invest  enough  in 
research  to  keep  abreast  of  their  larger 
competitors.  This  is  true  not  only  of 
technological  research;  it  is  also  true  of 
such  non-technological  forms  of  research 
as  market  analysis.  The  average  small 
firm  often  simply  cannot  affort  to  appro- 
priate money  for  continuing  and  detailed 
studies  of  its  present  and  future  markets. 
Yet  it  is  probably  far  more  important  that 
a  small  firm  have  an  accurate  picture  of 
its  market  than  a  large  one.  I  would  like  to 
suggest  that  now  small  business  can  obtain 
that  picture. 

LIFE  has  just  completed  a  detailed  study 
of  U.S.  consumer-spending  that  may  offer 
small  business  at  least  a  partial  solution 
to  its  research  problem.  The  study,  based 
on  a  scientific  fifteen-month  survey  of 
more  than  10,000  U.  S  .  households,  was 
conducted  for  LIFE  by  Alfred  Politz  Re- 
search, Inc.  The  households  selected  were 
chosen  on  a  random -probability  basis  cal- 
culated to  provide  as  accurate  a  cross - 
section  of  the  total  U.  S.  consumer  market 
as  was  statistically  possible.  The  survey 
showed  that  the  49.5  million  households  in 
the  U.  S.  spent  an  average  $4,100  per 
household  on  goods  and  services  last  year 
(that  is  $200  billion  out  of  a  total  disposable 
income  of  $267  billion).  The  survey  also 
showed  exactly  which  families  spent  how 
much  for  what  goods,  for  all  households 
were  classified  according  to  eight  charac- 
teristics; for  example,  income,  educational 
level   of  household   head,    geographic    loca- 
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tions,  and  so  forth.  The  money  spent  by  all 
these  households  on  eight  major  categories 
of  goods --and  57  sub-categories,  ranging 
from  soup  to  baby  powder- -were  carefully 
recorded  on  punched  cards.  This  immense 
wealth  of  market  information  has  now  been 
tabulated  to  show  the  primary  spending 
pattern  of  all  U.  S.  families  last  year,  and 
this  initial  batch  of  information  is  being 
made  freely  available  to  the  business  com- 
munity. 

In  the  months  to  come  this  rich  store- 
house of  basic  data  will  be  cross -tabulated 
in  myriad  ways.  This  will  make  it  possible 
for  any  interested  businessman,  large  or 
small,  to  find  out  virtually  everything  and 
anything  he  may  want  to  know  about  the 
structure  of  the  market  for  his  product  or 
service.  By  combining  this  information 
with  other  available  data—projections  of 
population  growth,  for  example— business  - 
men  will  be  able  to  appraise  their  market 
prospects  far  more  accurately  than  ever 
before. 

It  would  seem  that  small  manufacturing 
and  merchandising  firms  could  not  be 
expected  individually  to  undertake  market 
studies  of  this  magnitude.  But  the  sur- 
prising fact  is,  no  big  company  has  ever 
undertaken  a  survey  of  this  breadth  or 
depth  either.  In  fact,  the  only  remotely 
comparable  survey  was  conducted  by  the 
U.  S.  Bureau  of  Labor  Statistics  in  1950 
and  that  data  is  only  now  being  tabulated. 
The  point  is  not  that  the  LIFE  study  of 
consumer  expenditures  constitutes  a  unique 
effort;  it  is  that  the  results  of  this  unique 
effort  are  being  made  available  to  all 
business  on  an  equal  basis.  Insofar  as  this 
one  area  of  research  is  concerned,  there- 
fore, small  business  will  be  at  no  com- 
petitive disadvantage  vis-a-vis  big  busi- 
ness. On  the  contrary,  every  small  business 
man  is  now  in  a  position  to  find  out  as 
much  about  his  particular  market  as  the 
largest  corporate  giant. 

LIFE  undertook  this  study  because  of 
its  belief  that  the  vast  and  largely  un- 
charted field  of  distribution  currently  of- 
fers the  greatest  business  opportunities 
for  cost-cutting  and  improved  efficiency. 
Distribution  absorbs  more  than  half  of  the 
consumer  dollar  today  and  there  are  far 
greater  economies  to  be  realized  in  this 
segment  of  the  economy  than  in  the  area  of 
production  where  cost  savings  must  now 
be  calculated  in  fractions  of  pennies.  It  is 
LIFE's  hope  that  the  statistical  data  it  is 
now  making  available  to  the  business  com- 
munity   will    enable    business    to    launch   a 


new  attack  on  marketing;  and  particularly 
that  the  information  will  provide  the  Davids 
of  small  business  with  a  powerful  new 
marketing  slingshot. 


♦Bank  Case  History: 


Richard  M.  Oddie, 
Assistant  Vice 
President 

Bank  of  America 

National  Trust  and 
Savings  Associa- 
tion 

San  Francisco,  Cali- 
fornia 


Bank  of  America  started  53  years  ago.  It 
served  one  neighborhood  in  San'Francisco 
with  a  handful  of  employees.  It  was  the 
little  fellow's  bank. 

Today,  with  resources  of  over  $  1  0  billion, 
the  Bank's  615  branches  in  some  350 
California  communities  are  still  taking  care 
of  the  banking  needs  of  the  little  fellow  and 
of  small  business. 

While  the  Bank  can  and  does  use  its  re- 
sources to  serve  big  business --and  is 
proud  of  its  record  in  this  area  of  banking  -- 
small  business  gave  Bank  of  America  its 
start  and  the  Bank  freely  acknowledges  its 
obligation  to  serve  small  business. 

The  first  of  three  main  small  business 
service  areas  naturally  is  loans.  It  is  bank 
policy  to  make  loans  to  qualified  small 
business  men.  A  large  number  of  the 
branches  are  in  rural  communities,  sub- 
urban areas,  and  big  city  neighborhoods. 
These  branches  serve  small  business  pre- 
dominantly. There  are  downtown  financial 
district  branches,  too,  and  these  branches 
serve  big  as  well  as  small  business.  So, 
each  of  the  615  branches  brings  a  full  range 
of  banking  service  to  every  customer—large 
and  small. 

A  recent  survey  found  nearly  100,000 
small  business  loans  on  the  books.  They 
totaled  over  $300  million.  These  are  loans 
to  buy,  start,  or  expand  a  business.  They 
range  from  $500  up  to  $50,000.  Some  are 
short-term  commercial  loans  for  seasonal 
needs,  others  are  secured  by  chattels, 
warehouse  receipts,  or  real  estate.  Many 
are  term  loans  specifically  tailored  for 
small  business,  with  a  monthly  repayment 
program  running  up  to  36  months.  All  of 
these  represent  faith  in  the  future  of  small 
business. 

A  second  small  business  service  area  is 
management  improvement.  The  Bank 
believes  that  small  business  men  must 
become  better  managers  .  It  pounds  home,  on 
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every  occasion  for  individual  or  group  con- 
tact with  small  business,  the  basic  princi- 
ples of  modern  management. 

"Organize,  delegate,  and  supervise," 
"plan  and  budget  ahead,"  "build  amanage- 
ment  team,"  "use  consultants,"  "bet  on 
research,  not  on  hunches,"  are  some  of 
the  concepts  that  Bank  of  America  recom- 
mends to  every  small  business  man  who  is 
interested  in  building  a  bigger  and  sounder 
enterprise. 

Bank  publications  like  "You  and  Re- 
tailing" and  constant  statewide  participa- 
tion in  community,  trade  associations, 
chambers  of  commerce,  and  educational 
activities  and  programs  for  the  betterment 
of  small  business  support  this  viewpoint. 

The  third  area  of  Bank  small  business 
service  is  electronic  data  processing.  This 
is  a  new  field.  Up  to  now,  only  a  few  big 
business  organizations  and  government  de- 
partments have  been  able  to  get  the  benefit 
of  the  automatic  systems  that  eliminate 
mountains  of  tiresome  paper  work. 

In  not  too  many  years,  when  Bank  of 
America's  own  electronic  equipment  is 
widely  available  in  California,  small  busi- 
ness customers --for  a  service  charge-- 
will    be    able    to    have    the    Bank   take    over 


many  of  the  back-breaking  details  involved 
in  bookkeeping,  payroll  and  tax  accounting, 
and  inventory  control  on  a  regular  monthly 
basis. 

Until  the  Bank  began  to  work  on  the 
problem  of  bringing  electronic  data  proc- 
essing down  to  the  small  business  level,  it 
seemed  as  if  the  individual  proprietor 
would  never  be  able  to  free  himself  from 
the  burdens  of  after -hours  work  on  his 
books  and  records. 

But  six  years  of  research  has  produced 
results,  and  General  Electric  has  now  con- 
tracted to  build  the  electronic  systems  that 
will  give  small  business  the  advantages 
of  up-to-date  information,  without  drudgery, 
which  will  enable  small  business  managers 
to  make  decisions  on  the  basis  of  accurate 
and  current  information. 

This  is  only  a  brief  presentation  of 
three  important  areas  of  Bank  of  America 
service  to  small  business.  Thousands  of 
case  histories  of  individual  effort  and 
achievement,  with  Bank  assistance,  could 
be  presented. 

This  summary  of  activity  shows  that  a 
big  bank  can  help  small  business.  There  is 
only  one  requisite --a  continuous  interest 
in  serving  small  business. 


SMALL  BUSINESS  HELPS  ITSELF 

Wilford  L.  White,  Chief 
Managerial  Assistance  Division 
Small  Business  Administration 
Washington,  D.  C. 


Earlier  today,  we  have  heard  how  Fed- 
eral and  State  governments  help  the  owners 
of  small  businesses  with  their  distribution 
research  problems;  how  professional  and 
trade  associations  can  aid;  howbig business, 
educational  institutions,  banks  and  trade 
papers  can  contribute.  But  in  the  last 
analysis,  there  is  only  one  fellow  who  can 
help  this  smaller  operator.  That  is  the 
owner  himself. 

All  of  this  research  help  is  a  fine  thing. 
Much  of  it  is  valuable,  although  often  it  goes 
largely  unused.  Unused  because  many  origi- 
nators of  it  do  not  really  understand  the 
problems  and  operations  of  a  small  busi- 
ness. It  is  much  more  than  a  small  edition 
of  a  large  corporation. 


Unused  because  many  cooperative  pro- 
grams are  dominated  by  the  desires  of  the 
originator,  not  by  the  needs  of  the  proposed 
user--the  small  operator. 

Unused  because  the  smaller  proprietor, 
in  going  about  his  many  daily  tasks,  never 
learns  about  it,  or  learns  about  it  under 
circumstances  which  do  not  provide  the 
time  to  investigate. 

Unused  because  the  material  is  organized 
in  a  way  unsuited  to  the  needs  of  the  small 
fellow  or  published  in  words  of  the  pro- 
fessional expert,  which  are  not  commonly 
used  by  the  business  man. 

In  evaluating  distribution  research  and 
determining     how     it     can    be    made    more 
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accessible   to   the    small  business    man,  we 
must  keep  three  things  clearly  in  mind: 

1.  He  spends  most  of  his  time  working 
on  specific  problems  which  develop  sud- 
denly and  have  to  be  settled  just  as  quickly. 

2.  He  does  not  have  time--or  he  thinks 
he  does  not  have  time --to  spend  many 
hours  working  on  any  particular  problem. 
He  feels  compelled,  therefore,  to  reach  a 
decision  quickly,  even  though  he  knows  he 
does  not  have  all  the  important  information 
available. 

3.  He  sincerely  feels  that  research  is 
for  the  large  firm,  not  for  him.  Research- 
minded  people  have  made  very  little  effort 
to  explain  or  "sell"  researchto  the  smaller 
operator. 

These  two  sets  of  statements  lead  us  to 
our  first  conclusion—if  all  of  these  agencies 
are  going  to  really  help  small  businesses 
through  distribution  research,  or  in  any 
other  manner,  they  must  realize  that  there 
are  only  a  limited  number  of  channels 
through  which  they  can  reach  them. 

The  typical  small  manufacturer  or  re- 
tailer has  few  or  no  staff  members  in  his 
own  organization.  He  is  forced,  therefore, 
if  he  desires  any  counsel,  to  surround  him- 
self with  certain  types  of  professional 
people  and  organizations  who  can  help  him 
manage  his  business. 

Perhaps  the  most  widely  used  counselors 
are  his  lawyer  and  accountant.  Most  small 
business  men  take  their  legal  and  record- 
keeping problems  to  these  specialists.  The 
accountants,  however,  are  just  beginning  to 
realize  the  value  of  their  preferred  position 
and  are  making  progress  in  becoming  coun- 
selors on  many  broader  problems  relating 
to  records  and  control. 

Commercial  bankers  are  in  a  position  to 
be  of  great  counseling  assistance  to  smaller 
firms.  Unfortunately,  many  of  them  either 
do  not  realize  thatthe  success  of  their  future 
is  tied  up  with  these  small  operators  as 
they  prosper  and  grow,  or  that  the  typical 
small  business  owner  welcomes  leadership 
in  financial  counseling. 

Reference  has  already  been  made  today 
to  the  work  of  the  Bank  of  America.  The 
Central  Bank  and  Trust  Company  in  Denver, 
Colorado,  too,  has  developed  a  nationwide 
reputation  for  helping  the  owners  of  many 
smaller  firms  over  rough  financial  and 
management  problems,  to  help  them  to 
become  larger,  more  profitable  accounts 
of  that  bank. 


The  trade  press  is  doing  an  increasingly 
good  job  of  reaching  the  busy  business  man 
with  short  case  histories,  pithy  statements 
on  current  problems,  graphic  illustrations 
of  new  industry  and  trade  developments. 
But  they  have  the  problem  of  getting  their 
ideas  off  paper  into  the  heads  of  these  men 
who  too  often  feel  that  they  are  too  busy  to 
sit  down  with  a  new  copy,  though  it  lies 
right  on  the  desk. 

Not  all  trade  associations  have  been  suc- 
cessful in  determining  how  best  they  can 
help  the  multitude  of  small  operators  in 
their  industry  or  trade.  Sometimes  they 
have  concentrated  too  much  on  legislative 
matters,  upon  the  problems  of  immediate 
concern  to  the  bigger  operators,  upon 
industry-wide  problems,  to  give  searching 
inquiry  to  the  specific  problems  of  their 
small  members.  As  has  been  pointed  out 
here  today,  however,  good  progress  is  being 
made  with  the  result  that  more  and  more 
smaller  operators  are  not  only  supporting 
their  trade  association,  but  making  avid 
use  of  its  services  tuned  to  their  needs. 

There  are  thousands  of  management  con- 
sultants and  management  engineering  firms 
in  the  United  States  today.  Too  little  is 
known  about  most  of  the  smaller  ones,  many 
of  whom  undoubtedly  serve  well  the  smaller 
business  firm.  But  the  larger,  more  estab- 
lished management  and  engineering  firms 
have  been  trying,  without  much  success, 
for  a  dozen  years  or  more  to  find  a  means 
of  helping  the  smaller  operator.  They  see 
the  selfish  value  of  helping  the  smaller 
firms  because  many  of  them  will  be  bigger 
firms  tomorrow.  They  have  useful  manage- 
ment knowledge  which  would  be  invaluable 
to  individual  small  firms.  But  the  problem 
has  not  yet  been  solved  generally  of  how 
to  get  this  information  and  the  smaller 
business  man  together  at  the  right  time. 

Reference  has  been  made  here  today 
about  the  increased  interest  of  big  business 
in  the  welfare  of  the  smaller  firms  which 
supply  them  or  distribute  their  products. 
It  is  hard  to  overcome  the  traditional 
suspicion  between  buyer  and  seller,  to 
recognize  that  the  success  of  both  is  tied 
up  in  the  success  of  each.  It  may  be,  how- 
ever, that  in  the  future,  more  results  of 
distribution  research  will  move  from  the 
large  seller  to  his  smaller  buyers  or  from 
the  large  buyers  to  his  smaller  sellers, 
than  through  any  other  channels. 
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Federal  and  State  governments  are  also 
sources  of  basic  statistics  used  in  dis- 
tribution research  as  well  as  of  com- 
pleted research  projects  themselves.  An 
increasing  number  of  business  proprietors 
are  becoming  aware  of  this  source  of 
assistance  either  directly  or  through  the 
aid  of  professional  and  trade  associations. 

These  are  the  major  points  of  contact 
which  the  operator  of  a  small  business  has 
when  he  is  suddenly  confronted  with  a 
management  problem  and  feels  that  he  has 
to  come  up  with  an  answer  in  24  hours  or 
less.  Each  of  these  sources  is  operated  and 
managed  by  intelligent  people  who  now  see 
the  need,  the  opportunity,  and  the  challenge. 
We  can  expect  to  hear  more  and  more 
about  their  successes. 

During  this  period  of  progress,  the  owner 
of  a  small  business  cannot  stand  still 
waiting  for  someone  to  help  him.  He  needs 
to  analyze  himself  and  his  job  to  see  to 
what  extent  he  measures  up,  and  to  what 
extent  he  falls  short.  The  smaller  business 
man  is  often  called  an  "independent."  He 
is  known  as  an  independent  business  man. 
Many  of  them  are,  too.  But  being  independ- 
ent has  weaker  aspects  as  well  as  strong 
ones. 

In  these  days  when  people  can  travel 
faster  than  the  sun  or  sound  itself;  when 
the  advertisement  of  one  firm  can  be  seen 
and  heard  in  24  million  homes  during  one 
evening;  when  the  products  of  a  small  firm 
can  be  sold  in  75  countries  in  six  conti- 
nents at  the  same  time;  when  a  man's  suit 
can  be  made  out  of  cow's  milk  or  his  tie 
out  of  glass;  the  successful  owner  of  a 
smaller  firm  has  to  set  aside  time  to  think 
ahead,  to  plan  ahead,  if  his  business  is  to 
succeed  and  grow  more  profitable.  All  these 
outside  agencies,  and  many  more,  are 
available  to  help  him.  Every  day  they  are 
in  a  better  position  to  help  him.  But  the 
independent  proprietor  has  to  want  to  be 
helped  and  before  he  can  want  to  be  helped, 
he  has  to  know  what  kind  of  help  he  really 
needs.  That  means  that  he  has  to  know  what 
his  basic  problems  are. 

He  must  find  the  will  and  a  way  to  spend 
some  time  each  day  or  week  to  develop 
sound  business  policies,  to  plan,  to  or- 
ganize, to  develop,  to  control  the  men,  ma- 
terials, methods,  and  money  he  needs  and 
must  use  to  advantage. 


The  Small  Business  Administration  has 
co-sponsored  over  the  past  three  or  four 
years,  a  training  program  which  tends  to 
accomplish  this  same  objective.  Today, 
over  one  hundred  universities,  colleges, 
distributive  education  centers,  and  other 
educational  institutions  have  developed  what 
is  best  known  as  administrative  manage- 
ment courses  held  locally,  usually,  one 
evening  a  week  for  ten  weeks  or  so, 
exclusively  for  the  owners  and  managers 
of  small  business.  In  these  evening  classes 
technically  trained  leaders  speak  on  cur- 
rently important  administrative  manage- 
ment subjects.  Much  of  the  time,  however, 
is  given  over  to  discussion  among  the  busi- 
ness men  present,  who  ask  questions  and 
answer  them  out  of  their  own  experiences. 
Representatives  of  many  educational  insti- 
tutions or  of  the  Small  Business  Adminis- 
tration can  tell  you  more  about  these 
courses . 

The  business  owner,  in  turn,  must  realize 
two  things.  He  must  keep  an  open  mind  on 
distribution  research  as  well  as  other 
management  subjects,  when  evaluating  re- 
sults. Furthermore,  he  must  recognize  and 
accept  the  basic  fact  that  the  ultimate  con- 
sumer is,  in  the  last  analysis,  the  final 
judge --the  final  authority.  If  she  wants  a 
certain  product  in  a  certain  size  at  a  certain 
time,  someone  will  supply  her.  The  para- 
mount purpose  of  all  research  —  distribution 
and  technical—is  to  meet  the  needs  of  the 
public. 

Thus  we  are  forced  to  conclude  that  when 
all  of  the  chips  are  down,  the  owner  of  a 
small  business  himself  is  the  key  man. 
His  decisions  determine  the  success  or 
failure  of  his  business  and— in  the  aggre- 
gate—of all  small  business.  His  ability  to 
establish  sound  policies  and  set  up  profit- 
able operations  for  his  firm  will  not  only 
determine  his  own  future  but  that  of  all 
business  and  the  country  as  well. 

That  we  need  not  have  any  fear  that  fail- 
ure will  result  is  evident  today  by  the 
number  of  small  firms  which  are  growing 
rapidly  in  size;  by  the  number  which  are 
earning  generous  profits;  by  the  number 
which  are  introducing  new  products  and 
services  needed  by  our  rapidly  expanding 
market. 
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Manufacturer 

Case  History:  Russell  E.  Maintain, 
President 
Maintain  Store  Engineer- 
ing Service 
Woburn,  Massachusetts 

The  Maintain  Store  Engineering  Service 
was  started  in  1932  by  Russell  Maintain  as 
a  one-man  business  to  sell  store  display 
equipment  to  retailers --mostly  grocers 
then,  but  later  to  all  kinds  of  retailers. 

At  first  the  products  sold  were  manu- 
factured entirely  by  others.  Gradually,  the 
company  got  into  manufacturing  and  today 
it  manufactures  most  of  the  products  it 
sells.  It  now  employs  150  people  and 
occupies  its  own  50,000  square-foot  plant 
in  Woburn,  Massachusetts.  Products  manu- 
factured include  store  display  shelving, 
tables,  counter,  racks;  canopy  lighting  for 
store  interiors;  also  conveyorized  checkout 
counters  for  supermarkets. 

At  first,  we  sold  equipment  through  food 
wholesalers  and  retail  trade  associations 
on  the  supposition  that  their  advice  on 
store  modernization  would  be  accepted  by 
independent  retailers.  It  became  apparent, 
however,  that  most  wholesalers  were  not 
at  that  time  equipment-sales -minded.  In 
fact,  many  were  antagonistic  to  the  sale 
of  store  equipment.  Let  me  hasten  to  say 
that  that  situation  has  changed:  U.  S. 
wholesalers  are  now  tops  in  using  and 
advocating  the  use  of  modern  methods  and 
equipment.  Trade  associations  have  also 
changed  for  the  better. 

There  were  ample  grounds  for  this  atti- 
tude as  the  large  corporate  food  chains  had 
multiplied  phenomenally,  and  most  of  them 
were  retailing  food  products  at  or  below 
prices  which  independent  retailers  were 
paying  wholesalers  for  the  same  items  and 
brands.  Most  independent  retailers  in  the 
food  business  were  operating  without  any 
profits  and  many  were  getting  out  of  busi- 
ness or  going  bankrupt. 

The  benefits  of  store  modernization  were 
not  understood  by  most  wholesalers.  They 
did  not  realize  even  the  need  for  moderniz- 
ing their  own  facilities  and  operations, 
although  today  leading  independent  whole- 
salers are  tops  in  efficiency,  service  and 
low  operating  costs. 

Since  it  was  found  to  be  impractical  to 
market  the  company's  products  through 
food  wholesalers  and  retail  trade  associa- 
tions, the  problem  was  to  find  the  best 
channels  of  distribution- -at  first  locally 
and     later     nationally.     Today    wholesalers 


are    our   best    distributors    and   trade  asso- 
ciations our  best  boosters. 

It  was  the  custom  of  most  small  re- 
tailers--and  most  independent  food  retailers 
were  small--to  have  a  local  carpenter 
build  their  store  display  equipment  right 
in  the  store.  Equipment  like  show  cases 
was  usually  bought  through  a  store -fixture 
dealer. 

Retailers  got  very  little  dependable  ad- 
vice from  outside  their  own  store  and 
usually  merely  copied  what  they  considered 
to  be  good  points  of  competitive  stores. 

The  idea  of  prefabricated,  mass- 
produced,  all-purpose  steel  display  equip- 
ment was  new.  Although  it  cost  the  retailer 
considerably  more  than  homemade  equip- 
ment he  was  accustomed  to,  nevertheless 
it  had  many  advantages,  one  of  the  principal 
of  which  was  its  extreme  adaptability  to 
changing  display  requirements  in  stores.  It 
presented  a  better  appearance  in  the  store 
and  in  the  long  run  was  more  economical; 
but,  most  important,  it  displayed  more 
merchandise  better--in  less  space--at  less 
cost. 

While  the  Maintain  equipment  had  great 
merit,  it  was  not  the  kind  of  equipment  that 
merchants  would  buy  unless  they  were 
made  to  understand  the  importance  of  its 
many  benefits  to  them.  Ordinary  store 
fixture  salesmen  needed  special  training  to 
enable  them  to  put  this  fact  across. 

While  it  was  true  that  most  food  retailers 
were  operating  without  profit,  nevertheless 
a  few  retailers  were  making  good  profits. 
A  study  of  the  methods  followed  by  these 
profit-making  retailers  brought  out  that 
there  were  certain  common  characteristics 
of  stores  that  were  making  money. 

Profit-influencing  characteristics,  it  was 
found,  included: 

1.  Factors  pertaining  to  appearance  and 
atmosphere.  Stores  that  were  outstanding  in 
appearance  and  atmosphere  attracted  more 
new  customers  and  kept  old  customers 
coming  back; 

2.  Factors  pertaining  to  store  layout. 
Good  store  layout  encouraged  free  cus- 
tomer traffic  flow  to  nourish  all  depart- 
ments in  the  store  and  bring  customers  in 
contact  with  more  merchandise,  hence  in- 
creased sales.  Good  store  layout  also 
reduced  work  in  the  store  and  improved 
supervision; 

3.  Factors  pertaining  to  merchandising 
and  display.  Segregating  merchandise  into 
departments  according  to  categories  and 
related  items  made  shopping  easier,  hence 
inc  reased  sales  volume.  Alternating  demand 
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and  impulse  merchandise  displays  and  de- 
partments built  extra  sales  of  impulse, 
long-profit  items  and  therefore  increased 
total  store  profits. 

4.  Factors  pertaining  to  display  equip- 
ment. It  was  found  to  be  almost  impossible 
to  achieve  the  highest  degree  of  efficiency 
in  the  above  three  factors  without  the  use 
of  flexible,  space-saving,  modern  display 
equipment. 

It  was  necessary  to  learn  everything  possi- 
ble about  all  of  these  factors.  This  was  an- 
other research  problem.  This  study  entailed: 

1.  The  wide  reading  of  trade  publications 
in  the  retail  field; 

2.  Attendance  at  general  meetings  at 
many  retail  conventions; 

3.  Study  of  all  Government  research 
publications  bearing  on  the  retailing  of 
food  products. 

4.  Interviews  with  retail  food  merchants 
who  were  making  money; 

5.  Experience  and  profit  results  inmod- 
ernizing  a  great  many  stores. 

6.  Trade  association  aids. 

As  the  information  accumulated  bearing 
on  the  characteristics  of  stores  that  make 
the  most  money,  it  became  evident  that 
salesmen  who  merely  sold  store  fixtures  as 
such  without  using  an  engineering  service 
approach  would  not  be  able  to  convince 
merchants  of  the  importance  of  practical 
store  engineering. 

A  study  was  then  made  of  the  methods 
used  by  other  companies  that  were  selling 
by  means  of  an  engineering  service  ap- 
proach. This  was  done  by  reading  case 
histories  in  trade  magazines  such  as  Pro- 
gressive Grocer,  business  publications  and 
text  books,  and  through  interviews  with 
sales  managers  who  were  successfully 
selling  products  through  using  an  engineer- 
ing approach. 

This  study  pointed  up  that  a  common 
practice  was  for  salesmen  on  approaching 
their  prospective  customer,  to  offer  to 
make  a  free  survey  to  get  the  facts  per- 
taining to  his  situation--defects  in  present 
methods,  facilities  and  equipment--also  to 
find  advantages  and  opportunities  that  could 
be  capitalized  on.  This  survey-engineering- 
service  approach  to  retailers  would  seek 
answers  to  such  questions  as:  could  the 
store  be  made  more  attractive  to  draw  in 
more  new  customers;  could  it  be  arranged 
for  more  complete  customer  circulation, 
better  supervision,  less  work;  could  it  be 
merchandised  and  equipped  for  added  sales 
and  profits  ? 


As  a  result  of  this  research  Maintain 
decided  to  adopt  the  survey  method  for 
use  by  its  salesmen.  A  store  survey  form 
and  procedure  were  developed.  It  consisted 
of  observing  approximately  150  checkpoints 
in  a  retail  store  to  pinpoint  deficiencies  and 
opportunities  for  improvement. 

After  obtaining  these  survey  facts,  the 
salesman  presented  his  recommendations. 
If  the  merchant  went  ahead  with  the  recom- 
mendation, he  would  have  to  buy  display 
equipment.  The  confidence  that  the  sales- 
man store  engineer  had  built  for  himself 
naturally  predisposed  the  merchant  to  buy 
from  him--and  in  most  instances  he  did. 

Maintain  Store  Engineering  Service  pio- 
neered store  engineering  in  the  United 
States  and  gained  a  national  reputation  as 
store  engineers.  This  reputation  enabled 
them  to  expand  nationally  through  quality 
dealers. 

♦Manufacturer 

Case  History:  Vito  Pascucci,  President 
G.  Leblanc  Corporation 
Kenosha,  Wisconsin 

Leblanc  started  manufacturing  musical 
instruments  in  the  United  States  in  1946  in 
Kenosha,  Wisconsin.  Our  total  working  area 
was  less  than  500  square  feet.  We  began 
with  three  people.  The  first  year  our  total 
sales  were  approximately  $60,000.  We  shall 
finish  our  present  fiscal  year,  employing 
114  people,  with  a  total  saler.  volume  of 
nearly  $  3  million. 

In  1946  there  were  shortages  along  with 
heavy  demands  for  musical  instruments. 
Even  with  these  shortages  we  had  a  very 
difficult  time  in  selling  all  the  instruments 
we  were  able  to  assemble.  It  was  tough  to 
keep  our  heads  above  water.  The  name  Le- 
blanc was  not  yet  well-known  and  dealers 
did  not  have  any  confidence  in  us  or  our 
instruments.  As  I  look  back,  I  certainly 
can't  blame  them. 

It  seems  that  life  has  both  its  virtues  and 
pitfalls.  On  the  liability  side,  we  stepped 
into  a  market  that  was,  at  that  time',  com- 
pletely devoured  by  two  giants  firmly  estab- 
lished in  acceptance  and  financial  backing. 
In  our  industry,  reputation,  tradition  and 
prestige  play  a  role  of  magnified  importance. 
These  odds,  too,  were  staring  us  inthe  face. 
The  talk  in  the  trade  was  that  we  were 
doomed.  This  did  not  help  bolster  our  con- 
fidence. It  was  also  rumored  that  it  was 
impossible  for  a  man  in  his  early  twenties, 
without     any     business     experience,    to    be 
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successful  in  a  highly  specialized,  highly 
competitive  business  such  as  ours. 

In  studying  the  distribution  methods  used 
by  our  competition,  we  learned  that  a  few 
instrument  companies  were  distributing 
through  agents  and  musicians.  The  leading 
bands  were  being  sold  only  through  estab- 
lished retail  music  merchants.  With  a 
quality  product  that  was  priced  equally  or 
above  established  brands,  we  chose  the 
most  difficult  course  to  reach  our  long- 
range  distribution  objective.  This  had  to 
come  through  the  retail  merchant. 

At  this  point  we  knew  where  we  wanted  to 
go.  Our  problem  was  simply:  How  could  we 
attain  the  position  in  the  music  industry 
that  we  desired?  It  has  been  said  that  once 
you  know  your  problem  it  is  already  half 
solved.  Distribution  immediately  became 
one    of    the    factors    of  prime   importance. 

In  1946  and  1947,  industry-wide  it  was 
taken  for  granted  that  artists' endorsements 
influenced  the  majority  of  instrument  sales  . 
Here  was  an  instance  where  the  manufac- 
turers were  not  keeping  up  with  the  times 
as  less  than  one  per  cent  of  the  retail 
music  merchants  in  the  entire  country  were 
able  to  maintain  a  substantial  retail  opera- 
tion devoted  primarily  to  serving  profes- 
sional musicians.  Since  the  majority  of 
musical  instruments  were  sold  to  beginning 
students,  instead  of  placing  our  emphasis  on 
the  professional  instrumentalists'  endorse- 
ments we  chose  the  music  educators  as  our 
target.  This  represented  a  break  with  the 
usual  marketing   practices    of  the  industry. 

Years  ago,  it  was  a  common  practice  for 
business  to  look  back  upon  its  performance 
to  measure  its  success  or  failure.  Today, 
the  word  "forecast"  has  become  almost 
as  common-place  as  balance  sheet  or  profit 
and  loss  statement.  Forecasting  is  a  broad 
terminology,  having  many  categories,  such 
as  market  research,  cash  flow  charts,  and 
other  similar  creations.  In  the  final  analy- 
sis, however,  it  boils  down  to  the  fact  that 
the  businessman  today,  if  he  is  to  survive 
the  pressures  of  competition,  must  antici- 
pate not  only  ons  year,  but  five,  and  even 
ten  years  in  advance. 

One  of  the  most  important  things  to  be 
gained  from  a  forecast  is  the  establishment 
of  realistic  goals.  Since  these  goals  are 
made  up  from  historical  figures,  accurate 
market  aata  and  realistic  production  fig- 
ures, the  entire  sales  team  and  everyone  in 
the  organization  becomes  aware  of  the 
goals     and    accepts    them    as     a    challenge. 

With  the  present  tax  structure  and  all  the 
other   demands,  upon  industry's  dollar,  vir- 


tually every  business  requires  outside 
short-and  long-term  capital.  Let's  face  it. 
We  are  dependent  upon  bankers  and  they 
expect  us  to  employ  the  modern  techniques 
of  management  planning.  Their  purse- 
strings  are  opened  proportionately  to  the 
future  planning  we  do. 

The  cornerstone  of  future  planning  is  a 
sales  forecast.  Without  sufficient  sales  no 
firm  can  survive  the  test  of  time  and 
successfully  take  its  rightful  place  in  the 
market.  It  requires  a  study  of  such  items 
as  total  market  by  areas,  by  seasons, 
present  and  future  competition  for  that 
market,  and  economic  conditions  that  may 
prevail  at  any  given  time.  Along  with  this, 
we  have  to  determine  the  ability  of  our  firm 
to  meet  the  requirements  that  are  revealed 
in  our  forecast. 

Many  businessmen  will  immediately  say, 
"That's  fine,  but  just  how  do  you  go  about 
it?"  A  study  and  comparison  of  past  years 
will  give  some  answers,  but  the  use  of  many 
available  publications  will  also  be  helpful. 
For  example,  an  invaluable  source  of  in- 
formation can  be  gathered  from  the  Distri- 
bution Data  Guide,  Small  Marketers  Aids, 
the  Census  of  Manufactures,  the  Survey  of 
Current  Business,  statistics  and  maps  for 
National  Market  Analysis,  Market  Research 
Procedures,  Technical  Reports,  to  name  a 
few.  In  all  fairness,  I  must  point  out  that  the 
advice  and  materials  offered  by  the  Small 
Business  Administration  is  of  plus  value  to 
anyone  who  will  make  use  of  these  services. 
Besides  this,  most  industries  have  statis- 
tical data  which  can  supplement  Government 
and  private  reports  that  are  readily  avail- 
able. Tools  we  have  found  helpful  are  the 
various  management  training  courses 
offered  by  leading  educational  and  private 
institutions  throughout  the  country.  Even 
with  all  this  available,  it  would  be  difficult 
to  lay  down  a  specific  formula  for  fore- 
casting  that   would  apply   to    all  industries. 

Other  forecasts  are  necessary.  These  in- 
clude profit  and  loss  statement  with  sup- 
porting schedules  together  with  a  balance 
sheet  and  cash  flow  forecast.  Besides  the 
benefits  which  normally  result  from  these 
standards,  there  are  also  some  very  valu- 
able by-products.  For  example,  they  help 
to  control  a  steady  level  of  production,  the 
required  productivity  of  your  sales  force, 
determination  of  your  break-even  point  and 
outside  capital  requirements.  If  these  ele- 
ments are  prepared  on  the  basis  of  fact, 
providing  management  with  proper  ammu- 
nition, they  can  very  well  spell  the  differ- 
ence    between     making     a    fair    profit    and 
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bringing  a  healthy  return  on  invested 
capital. 

The  forecast  works  like  a  barometer  for 
your  business.  When  you  see  your  own 
economic  conditions  going  either  up  or 
down,  you  can  immediately  make  changes  in 
your  business  to  meet  these  varying  cir- 
cumstances before  serious  damage  is  done. 
Most  of  all  it  gives  the  management  team 
a  goal  and  challenge  to  meet. 

Now,  I  shall  attempt  to  give  you  some  of 
my  own  specific  problems  and  solutions  in 
market  analysis  and  forecasting  as  applied 
to  the  music  industry. 

Being  a  small  industry,  we  do  not  have 
the  advantage  of  complete  industry-wide 
statistics.  We  do  know,  however,  that  there 
are  only  approximately  350,000  musical 
instruments  made  annually  for  a  population 
of  170  million  people.  We  are  told  that  the 
population  is  increasing  at  the  rate  of 
240,000  per  month  and  that  in  six  years  an 
additional  14  million  families  will  have 
incomes  in  excess  of  $4,000.  Over  90  per 
cent  of  our  business  is  done  with  school- 
age  children  from  the  fourth  grade  through 
college.  Since  there  are  75  per  cent  more 
children  under  age  5  today  than  there  were 
in  1940,  and  68  per  cent  more  in  the  5  to  9 
age  group,  it  was  easily  determined  that 
with  every  passing  day  the  equivalent  of  a 
72-piece  band  will  come  into  existence. 

Another  survey  shows  that  the  primary 
market  for  our  instruments  is  in  the  age 
groups  10-15;  that  if  children  do  not  play 
an  instrument  before  reaching  15  years  of 
age  they  probably  will  never  start;  that  of 
all  children  under  20  years  of  age,  35  per 
cent  will  be  given  the  opportunity  to  play 
an  instrument  in  addition  to  the  20  per 
cent  who  have  already  learned;  that  only  7 
per  cent  of  parents  have  definitely  decided 
not  to  start  children  on  a  musical  instru- 
ment and  38  per  cent  have  a  neutral  attitude. 

These  statistics,  plus  the  public  accept- 
ance of  the  values  of  the  school  music  pro- 
grams for  the  masses  as  part  of  education 
indicated  that  our  market  was  unlimited  for 
years  to  come  if  we  followed  through  with 
the  proper  education,  sales  promotions  and 
distributions.  It  awakened  us  to  another 
fact- -that  the  potential  market  is  greater 
than  the  combined  production  capacity  of 
all  musical  instrument  firms.  Naturally  we 
are  moving  full-speed  ahead  with  added 
production  facilities  to  meet  this  demand, 
commensurate  with  the  capital  available  to 
us. 

Realizing  the  dealers'  need  for  training, 
we  conduct   annually  a  Dealer  Sales  Clinic, 


the  ultimate  purpose  of  which  is  to  help  the 
dealer  do  a  better  selling  job  for  himself 
and  for  us.  It  is  another  way  we  approach 
our  distribution  problem.  This  activity  is  a 
valuable  one.  For  every  dollar  spent  we 
receive  an  increase  of  roughly  $80  in  sales 
from  those  dealers  who  participated  in  the 
training. 

In  the  organization  of  this  training,  we 
draw  on  resource  people --educators,  spe- 
cialists in  the  field  or  in  related  fields, 
and  government  experts.  For  new  view- 
points, for  a  clearer  perspective,  we  brought 
Small  Business  Administration  specialists 
into  the  1955  Clinic  to  clarify  distribution 
and  management  aspects  of  musical  instru- 
ment store  operation. 

The  problems  do  not  cease  with  the  dealer 
alone  but  carry  on  to  the  field  of  education. 
It  is  our  routine  to  be  present  and  take  part 
wherever  woodwinds  and  brass  are  subject 
matter—at  clinics,  conventions,  lectures. 
On  our  staff  are  instrumental  specialists. 
When  invited,  which  is  often,  wesendsucha 
person  to  any  clinic  where  the  technical 
features  of  instruments  present  problems  to 
those     who    have    to    teach    or    play    them. 

To  cast  bread  upon  the  waters,  we  have 
made  our  Educational  Series  available  to 
teachers,  instrumentalists,  bandmasters, 
conductors,    and   other   interested   persons. 

There  is  a  third  problem  which,  in  the 
final  analysis,  is  the  most  difficult  of  all. 
That  is  the  education  of  the  general  public 
to  the  values  of  music  for  every  child. 
Through  the  combined  efforts  of  the  dealer, 
educator,  and  manufacturer,  we  have  made 
some  progress  in  this  direction,  but  because 
of  limited  time  and  facilities  the  rate  of 
growth  is  somewhat  deterred. 

In  any  business  you  must  crawl  before 
you  can  walk,  and  we  were  no  exception. 
Being  a  firm  with  only  eleven  birthdays 
behind  us  and  having  started  with  a  small 
group  of  inexperienced  people,  lacking  suf- 
ficient financing  and  distribution  for  our 
products,  we  followed  the  course  of  least 
resistance—direct  mail.  This  worked  very 
successfully  for  many  years  and  is  still  a 
source  of  valuable  business,  quick  and 
inexpensive.  As  we  grew  in  stature,  this 
program  alone  could  not  parallel  our  growth 
and  it  was  necessary  to  find  additional  means 
of  sales  distribution.  We  started  with  manu- 
facturers' representatives;  we  later  re- 
placed them  with  two  full-time  salesmen. 
Today  we  have  the  nucleus  of  a  well-rounded 
sales  organization. 

During  this  transition  period  we  realized 
that  salesmen  were  not  the  complete  answer 
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and  that  in  order  to  set  policies  and  arrive 
at  sound  decisions  in  strengthening  our 
dealer  organization,  it  was  necessary  to 
have  a  basis  for  these  decisions.  Using 
primarily  the  Sales  Management  Survey  of 
Buying  Power,  we  established  quotas  for 
each  state,  area,  and  community. 

From  these  statistics,  together  with  facts 
and  figures  released  by  the  American  Music 
Conference,  we  set  up  a  formula  which  would 
indicate  the  quantities  of  woodwinds  and 
brasses  we  could  expect  to  sell  in  a  given 
area.  In  theory  we  had  the  answer  we  were 
looking  for,  but  in  testing  our  formula  under 
practical  conditions  we  found  fallacies.  In 
some  cases  the  quotas  were  far  exceeded 
and  in  others  they  were  far  below  the  norm. 

We  found  that  the  caliber  of  the  music 
program  had  a  direct  effect  on  the  quantity 
of  instruments  sold.  Along  with  this,  the 
over-all  development  of  the  music  program 
varied  considerably  by  area,  by  states,  and 
sometimes  even  by  individual  communities. 

In  applying  our  formula  to  actual  practice, 
we  had  to  compensate  for  the  larger  metro- 
politan cities  as  compared  to  smaller  cities 
and  rural  areas.  Per  capita  size  there  are 
fewer  musical  instruments  sold  in  these 
cities  than  in  communities  of  less  than 
100,000. 

A  last  consideration  for  which  we  had  to 
make  allowances  was  the  strength  of  our 
line  as  compared  to  that  of  our  competition. 
While  this  in  no  way  affected  the  actual 
potential  for  musical  instruments,  it  deter- 
mined our  share  of  the  present  market  and 
what  future  business  would  be  available 
to  us.  In  areas  such  as  these  it  also  gave 
us  a  guide  as  to  where  our  sales  and  adver- 
tising efforts  should  be  concentrated. 

It  would  be  a  mistake  for  anyone  to  take 
for  granted  from  the  foregoing,  that  we 
have  the  final  answers  to  all  of  our  distri- 
bution problems.  We  know  of  no  "once  and 
for  all"  answers  to  any  problem  in  a 
business  world  that  changes  from  day  to 
day. 

Our  way  of  thinking  looks  upon  a  business 
as  something  that  grows --that  lives.  In 
practice,  this  means  that  Leblanc's  man- 
agement never  placed  a  period  after  any- 
thing it  does. 

♦Manufacturer 

Case  History:  Lloyd  E.  Rigler,  President 
Adolph's,  Ltd. 
Burbank,  California 

The  very  nature  of  products  coming  from 
Adolph's     is     suggestive   of   research.   It   is 


doubtful  that  any  businessman  could  take 
two  specialty  products --such  as  A.dolph's 
Meat  Tenderizer  and  Adolph's  Salt  Sub- 
stitute--and  develop  a  plan  for  production 
and  marketing  without  extensive  knowledge 
gained   from   formal   or  informal  research. 

Such  items,  whether  it  is  our  product  or 
your  particular  product,  require  research, 
and  this  can  be  accomplished  without  large, 
formal  research  facilities.  We  are  here  to 
examine  the  benefits  that  the  small  business 
man  can  derive  from  the  "research"  facil- 
ities within  his  organization,  as  well  as 
without. 

Adolph's  Meat  Tenderizer  is  the  reason 
for  our  company.  Rationing  of  scarce  foods 
and  increased  governmental  research  on 
nutrition  during  World  War  II  made  us  a 
more  food-concious  nation  than  we  have  been 
any  time  in  our  history.  This  expanding 
interest  in  food  brought  a  new  awareness 
of  meat  and  that  important  dietary  need,  the 
protein.  Americans  were  encouraged  to  eat 
more  and  more  meat.  However,  the  law  of 
supply  and  demand  became  somewhat  out  of 
balance  as  the  "choice"  meats  were  not 
available  in  quantity.  Out  of  this  basic  need 
came  the  idea  for  Adolph's  Meat  Tender- 
izer, a  product  which  aids  in  bringing  more 
fresh  meat  into  the  American  home. 

In  1950  we  found  ourselves  studying  the 
salt-substitute  problem  because  mymother 
had  to  be  put  on  a  low  sodium  diet  because 
of  a  heart  ailment.  It  was  amazing  to  learn, 
from  the  simplest  of  research,  that  at  least 
35  million  Americans  are  candidates  for  a 
special  diet  of  one  form  or  another.  Idea 
germs,  such  as  this  one,  are  available  in 
hundreds  of  easy  ways --from  the  morning 
paper  to  Government  statistics.  It  is  with 
such  ideas  that  research  wheels  are  set  in 
motion. 

Studying  the  problem  further,  we  found 
that  "diet  cheating",  chiefly  caused  by  a 
lack  of  satisfactory-tasting  salt  substitute, 
was  common. 

At  this  point,  to  work  methodically  into 
our  problem  of  distribution  research,  I 
must  briefly  touch  on  our  technical  re- 
search. 

First,  we  set  up  the  following  criteria 
for  what  was  to  be  known  as  Adolph's  Salt 
Substitute  before  any  actual  experimenting 
took  place: 

1.  It  must  have  a  negligible  sodium  con- 
tent; 

2.  It  must  have  the  physical  appearance 
of  salt; 

3.  It  must  not  have  an  aftertaste; 
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4.  It  must  have  the  same  use  as  salt  on 
food,  both  on  the  table  and  in  cooking; 

5.  It  must  be  as  near  to  the  salt  taste 
as  possible; 

6.  It  must  be  acceptable  by  physicians 
as  a  salt  substitute  for  low-sodium  patients. 

Our  research  program  to  find  the  sub- 
stitute was  one  of  "trials  by  degrees  of 
success".  The  most  important  factor  in  our 
technical  research  program  was  imagina- 
tion. We  were  pleasantly  surprised  when  we 
started  drawing  out  and  using  the  hidden 
talents  of  our  employees,  even  the  most 
obscure  ones . 

Adolph's  had  already  employed  the  per- 
sonnel a  good  food  manufacturer  needs -- 
that  is,  nutritionists,  food  technologists  and 
a  medical  consultant.  It  wasn't  too  difficult 
for  these  people  to  come  up  with  basic  for- 
mulas, but  they  always  had  to  face  the 
question:  "Will  the  patient  prefer  this 
product  to  any  other  available,  or  to  eating 
food  with  no  salt  at  all?" 

By  using  a  taste  panel  method,  we  finally 
came  up  with  a  product  that  met  the  original 
specifications. 

It  was  at  this  point  that  Adolph's  was 
faced  with  the  problem  of  distribution  of  the 
product.  There  is  a  key  to  each  distribution 
problem.  Finding  the  key  may  be  difficult, 
but  the  most  important  thing  is  to  know 
everything  about  competitive  products,  the 
sales  outlets,  and  expecially  the  people  for 
whom  it  is  intended. 

With  a  product  designed  for  "patients" 
on  low-sodium  diets,  we  had  two  main 
avenues  of  approach.  We  had  to  decide 
whether  it  was  a  medicine  or  a  food.  Each 
take  completely  different  avenues  of  dis- 
tribution. 

The  products  already  on  the  market  at 
that  time  were  principally  sold  as  ethical 
drug  products  with  equally  ethical-sounding 
names.  That  is,  they  were  being  marketed 
as  non-prescription  medicines  in  drug 
stores.  The  other,  untried  approach  was  to 
market  our  product  simply  as  Salt  Sub- 
stitute, a  special -purpose  food  product.  We 
knew  that  if  it  could  be  marketed  as  a  food 
product  we  had  a  ready-made  channel  of 
distribution- -the  same  food  brokers  that 
handle  Adolph's  Meat  Tenderizer. 

How   did   we  find  the  solution?  Research! 

We  took  the  product,  in  research  or 
sample  form,  right  to  the  source  of  the 
answer.  We  obtained  the  reaction  to  the 
product  of  patients  on  low  sodium  diets. 
This  had  to  be  done  through  their  doctors. 
In  this  way,  it  was  hoped,  that  Adolph's 
Salt     Substitute     could     also    gain    medical 


acceptance.  The  Salt  Substitute  was  intro- 
duced to  the  medical  and  associated  pro- 
fessions, doctors,  nurses,  dieticians  and 
nutritionists  as  their  obvious  gathering 
places  --conventions. 

But  even  the  demonstration  of  the  product 
called  for  research.  We  couldn't  have  a 
doctor  taste  Adolph's  Salt  Substitute  in 
raw  form.  It  didn't  seem  plausible  to  give 
it  to  him  on  a  food  that  didn't  require  salt. 
The  answer  was  to  find  food  that  could  be 
eaten  in  no  way  but  with  salt,  or  a  salt 
substitute,  without  heating,  refrigerating  or 
special  table  service.  The  search  for  this 
item  tested  the  imagination  of  all  of  Adolph's 
employees.  What  started  as  a  company  game 
soon  became  an  obsession,  and,  as  usually 
happens,  the  answer  was  a  simple  one --the 
potato  chip. 

Adolph's  went  to  the  medical  conventions 
with  patato  chips  prepared  not  with  salt  but 
with  Adolph's  Salt  Substitute.  The  doctors 
would  taste  the  chips,  become  interested, 
ask  questions  of  technically  qualified  dem- 
onstrators, and  then  usually  have  their 
names  added  to  a  mailing  list  for  samples. 
The  samples  would  then  be  distributed  to 
low-sodium  patients.  The  response  from 
both  the  medical  profession  and  the  patient, 
was  all  that  could  be  hoped  for. 

We  decided  to  market  Adolph's  Salt  Sub- 
stitute as  a  food  product  rather  than  a 
medicine.  It  would  be  sold  and  advertised 
as  a  "special  purpose  food".  Further,  it 
would  be  packaged  as  a  food,  and  not  a 
medicine.  Finally,  it  would  be  sold  in  the 
natural  outlet  for  such  an  item- -in  super- 
markets with  dietetic  sections  and  at  super- 
market prices. 

We  market-tested  the  product  in  areas 
from  which  we  had  received  a  heavy  re- 
sponse from  doctors  as  a  result  of  the  con- 
vention exhibits.  We  sent  out  samples  of  the 
product  and  technical  data  to  the  appropriate 
medical  specialists  in  the  area  of  the  test 
markets.  Those  stores  within  the  original 
ten  market  areas  had  immediate  customer 
repeats.  Gradually,  more  stores  were  added 
and  the  story  was  the  same  in  each. 

Advertising  on  a  national  level  was  begun 
only  after  the  product  was  available  in  a 
sufficient  number  of  markets  to  make  such 
advertising  economical  and  efficient.  We  did 
not  use  our  advertising  to  create  distribu- 
tion. We  had  been  advertising  locally  in  the 
market  areas,  but  the  change  to  national 
advertising  did  not  come  until  the  cost  in 
dollars  of  local  advertising  equalled  what 
it  would  have  cost  for  national  advertis- 
ing. 


228 


Adolph's  Salt  Substitute  is  now  an  estab- 
lished, profitable  item.  But  we  haven't  let 
it  rest  on  the  proverbial  laurels.  We  con- 
tinually provide  the  medical  profession  with 
the  results  of  our  research  on  this  product 
and  on  low -sodium  diets.  Our  own  Con- 
sumer Service  Department  has  developed 
recipes  for  low-sodium  diets  using  the  Salt 
Substitute.  And  we  have  developed  a  cal- 
culator for  the  dieter  to  determine  the 
amount  of  sodium  in  various  foods. 

Now  we  are  working  on  new  ways  to 
distribute  the  products  that  research  in- 
dicates will  be  as  successful  as  Adolph's 
Meat  Tenderizer  and  Salt  Substitute.  With- 
out research,  we  could  have  never  known 
that  such  opportunities  existed. 

Wholesaler 

Case  History:  George  E.  Wedemeyer, 
President 
Wedemeyer  Electronic 

Supply  Company 
Ann  Arbor,  Michigan 

Company  Background 

Wedemeyer  Electronic  Supply  Company 
has  been  in  business  continuously  for  thirty 
years.  They  have  about  thirty-five  em- 
ployees and  do  a  gross  business  of  just 
over  a  million  dollars  a  year.  They  handle 
in  excess  of  four  thousand  different  items 
which  are  obtained  from  several  hundred 
sources  of  supply.  Most  of  the  material  is 
of  an  electronic  nature. 

We  are  certainly  all  aware  of  our  con- 
stantly rising  costs  and  dwindling  net  profit 
although  it  is  not  always  easy  to  put  one's 
finger  on  the  exact  spot  where  some  cost  is 
out  of  line  and  might  be  reduced,  or  sales 
increased.  Wedemeyer's  is  no  exception. 

They  have  analyzed  all  the  obvious  situ- 
ations and  corrected  them  but  there  are 
still  areas  where  the  problems  are  not  so 
obvious.  Of  course,  it  is  kindergarten 
economics  that  in  an  unprofitable  situation 
one  has  only  two  main  courses  open- -either 
increase  sales  or  reduce  expenses.  But  it 
is  seldom  obvious  just  where  the  trouble  is, 
especially  for  the  small  business  man  who 
can't  afford  the  high-priced  services  of 
organizations  who  specialize  in  such  in- 
vestigations. 

Some  time  ago,  it  was  felt  that  Wede- 
meyer's had  a  problem  in  their  outside 
selling  operation.  The  manager  wasn't  just 
sure  where,  or  how,  but  determined  that 
several  possibilities  must  be  investigated. 
It  was  time  for  some  realistic  research  on 
the  problem. 


It  is  obvious  that,  if  a  salesman  travels 
too  far  on  a  given  day,  his  sales  efficiency 
will  be  low  simply  because  he  consumes  too 
much  time  traveling  and  not  enough  in  sell- 
ing. On  the  basis  of  previous  research  it 
was  established  that  100  miles  of  travel  in 
one  day  is  the  absolute  maximum.  It  is 
also  obvious  that,  if  a  salesman  makes  too 
many  calls  in  any  one  day,  he  cannot  do 
justice  to  any  one  of  them.  The  salesman 
works  on  straight  commission  and  pays  his 
own  expenses  so  he  is  in  a  frame  of  mind  to 
cooperate  with  management  to  increase  his 
total  sales  and  reduce  the  cost  of  getting 
them.  Somewhere  between  too  many  and 
too  few  calls,  lies  the  ideal--but  where? 
How  can  it  be  determined?  If  the  profit- 
ability of  trade  accounts  could  be  determined 
by  the  sales  volume  of  each,  management 
would  be  close  to  the  answer. 

Research  Methods 

To  investigate  these  questions,  the  sales 
of  the  two  salesmen  working  on  the  retail 
service  trade  out  of  Ann  Arbor  were 
analyzed.  Since  sales  during  the  year  are 
reasonably  steady,  it  was  felt  that  the 
account  of  one  month's  work  would  be 
representative. 

Expenses  directly  related  to  servicing 
these  accounts  were  determined  and  allo- 
cated to  individual  accounts.  These  expenses 
were  salesmen's  commission,  truck  opera- 
tion, and  the  following  direct  labor  expens  es : 

1.  Office   work   on  invoicing   and  billing; 

2.  Counter  and  office  time  on  phone 
orders; 

3.  Order  picking,  filling  and  truck  load- 
ing; and 

4.  Drivers  loading  and  delivery  expense. 
To   give  some  basis  for  comparison,  this 

study  involves  approximately  $20,000  in 
sales  and  a  total  of  428  dealer  calls  during 
a  four-week  period.  It  also  represents  58 
per  cent  of  total  sales  for  the  area.  The 
salesmen  are  paid  entirely  by  commis- 
sion and  pay  their  own  expenses.  Commis- 
sion is  paid  on  all  sales  made  to  the  sales- 
man's accounts  during  a  call,  by  phone  or 
pick-up. 

Five  girls  work  in  the  office.  One  girl 
spent  25  per  cent  of  her  time  answering 
service  trade  phone  calls  so  25  percent  of 
her  pay  for  the  four  week's  period  of  the 
study  was  the  total  office  phone  expense. 
It  was  established  that  three  counter  men 
spent  30  per  cent  of  their  time  on  service 
trade  phone  calls. Adding  30  per  cent  of  their 
four  weeks*  pay  and  the  office  phone  expense 
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we  have  the  total  phone  expense  on  the  serv- 
ice accounts.  This  amount,  divided  by  the 
number  of  phone  calls,  gives  the  expense 
per  call.  Substracting  the  time  for  office 
service  trade  phone  calls,  58  per  cent  of 
the  remaining  office  expense  was  calculated. 
Dividing  this  figure  by  the  number  of  in- 
voices  gave  the  individual  invoice  expense. 

The  counter  men  spend  about  an  hour  each 
day  filling  the  orders  to  go  out  the  next  day. 
The  total  counter  expense  for  one  hour 
times  20  hours  they  spend  at  this  task  during 
a  four  week  period,  gives  the  expense  of 
filling  orders.  58  per  cent  of  this  total 
allocated  to  the  Service  Trade  accounts, 
divided  by  the  number  of  orders,  gives  the 
expense  per  order. 

One  counter  man  and  driver  need  one 
hour  to  load  the  truck.  Their  salaries 
times  the  20  hours  gives  the  loading  cost 
for  the  period.  Fifty-eight  per  cent  of  the 
total  loading  costs  are  charged  to  the  serv- 
ice trade. 

Subtract  from  the  driver's  pay  the  time 
he  spends  loading,  and  add  to  this  the  cost 
per  mile  and  it  gives  the  total  truck 
delivery  cost.  It  is  of  interest  to  know  that, 
in  this  case,  this  figure  was  found  to  be 
19  cents  per  mile.  It  was  then  necessary  to 
apply  the  percentage  of  deliveries  which 
should  be  charged  to  the  service  trade.  In 
this  case,  it  ran  about  85  per  cent,  the 
other  15  per  cent  being  for  industrial 
deliveries.  Divide  the  total  by  the  number 
of  deliveries  made  and  you  have  the  cost 
per  order  delivered. 

Selling  expenses  for  each  customer's  ac- 
count were  subtracted  from  the  account's 
gross  margin.  The  resulting  figure  is  the 
net.  Net  is  the  amount  contributed  to  over- 
head and  profit  after  selling  and  handling 
expenses  have  been  taken  out. 

Findings 

The  accounts  were  divided  into  six  groups 
according  to  sales  so  that  differences  in 
profitability  could  be  clearly  distinguished. 
The  divisions  were  (1)  accounts  solicited, 
but  not  sold,  (2)  accounts  purchasing  less 
than  $25  per  month,  (3)  those  purchasing 
$25  to  $50,  (4)  those  purchasing  $50  to 
$100,  (5)  those  purchasing  $100  to  $500, 
and  (6)  those  purchasing  $500  to  $1,000 
per  month. 

The  foregoing  data  gathered  both  as  to 
various  costs  and  expenses  and  applied  to 
accounts  in  the  different  sales  groups 
was  arranged  in  many  ways  to  give  informa- 
tion that   would   be  of  specific  value  only  to 


the  Wedemeyer  Corporation.  The  most 
significant  findings  of  general  interest  are 
presented  in  Charts   1,  2,  3,  and  4. 

Chart  1  shows  that  the  group  of  accounts 
below  $50  per  month  gross  sales  are  un- 
profitable, and  that  the  $50  to  $100  group 
just  breaks  even.  These  groups  account  for 
58  per  cent  of  the  customers,  36  per  cent 
of  the  expenses,  and  12  per  cent  of  sales. 
And  yet,  they  do  not  contribute  enough 
"net"  to  cover  the  cost  of  servicing  them. 
The  dollar  profitability  of  the  various 
account  groups  is  shown  in  Chart  4. 

Approximately  4  per  cent  of  the  expenses 
are  allocated  to  the  "solicited  but  not 
sold"  accounts.  This  appears  to  be  a 
reasonable  expenditure  of  effort  to  cultivate 
new  accounts,  providing  the  accounts  solic- 
ited are  potentially  profitable. 

Chart  2  shows  that  (l)  50  per  cent  of  the 
salesmen's  calls  are  made  to  groups  of 
accounts  below  $  100,  which  contribute  noth- 
ing to  the  "net"  and  (2)  the  $  100-and-over 
accounts  contribute  almost  all  of  "net"  and 
yet  receive  only  50  per  cent  of  the  sales- 
men's calls  and  require  74  per  cent  of  the 
invoices.  However,  86  per  cent  of  the  phone 
orders  are  made  by  this  group. 

Chart  3  shows  the  percentage  of  profit- 
able accounts  in  each  group  although  the  0 
to  $100  groups,  as  a  whole,  contribute 
nothing  to  "net",  yet  there  are  profitable 
accounts  within  each  group. 

The  data  indicate  that  5  3  per  cent  of  the 
accounts  in  the  $50  to  $100  group  are 
profitable.  All  accounts  over  $100  are 
profitable. 

Conclusions  and  Recommendations 

On  the  basis  of  the  findings  it  was  rec- 
ommended that: 

(1)  Minimum  credit  sales  be  limited  to 
$75  per  month  per  customer.  However,  this 
should  not  be  applied  indiscriminately  to  all 
accounts.  All  accounts  in  the  below  $100 
per  month  group  should  be  reviewed  and 
an  exception  made  for  potentially  profitable 
accounts.  Accounts  that  cannot  meet  the 
$75  monthly  minimum  should  be  on  a  cash 
basis; 

(2)  Re-route  the  salesmen  to  enable  them 
to  spend  more  time  with  profitable  accounts. 
This  would  distribute  expenses  realistically 
in  proportion  to  sales.  Visit  unprofitable 
accounts  less  frequently,  perhaps  every 
other  week,  and  increase  the  number  of  calls 
on  profitable  accounts.  Since  $  100-and- 
over  customers  make  85  per  cent  of  phone 
orders,  this  should  reduce  the  need  for 
phone  orders. 
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CHART  2 

Expense  Breakdown  According  to  Customer 
Sales  Volume  Groups 
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CHART  3 

Percent  Profitable  Accounts  in  Customer  Sales 
Volume  Groups 
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CHART  4 

Net  in  Customer  Sales  Volume  Groups 
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(3)  Effort  should  be  made  to  reduce  the 
expense  of  phone  orders.  It  was  determined 
that  an  order  of  $6  was  needed  to  break 
even  on  average  phone  orders.  Therefore, 
a  minimum  order  figure  for  phone  orders 
should  be  established  and  a  more  economical 
method  of  handling  phone  orders  developed. 

Benefits   of  Study  to  Wedemeyer  Electronic 
Supply  Company 

When  the  study  was  completed,  a  company 
meeting  was  held,  attended  by  the  outside 
salesmen  and  all  inside  operating  employees 
concerned.  The  situation  leading  up  to  the 
study  was  carefully  reviewed.  Then  the 
study  itself  was  thoroughly  gone  over  and 
the  results  noted.  Following  this  there  was 
much  discussion  and  many  suggestions  from 
the  employees  as  to  how  best  to  apply  the 
knowledge  at  hand,  both  to  groups  and 
individual  customers  from  the  standpoint  of 
the  outside  salesmen  and  to  the  inside 
people.  All  employees  concerned  were  sold 
on  the  idea  that  the  program  would  be  suc- 
cessful. 

The  results  were  most  gratifying.  The 
outside  salesmen  simply  "laid  their  cards 
on  the  table",  told  their  customers  what  the 
problem  was  and  asked  for  their  help. 
Surprisingly  enough,  26  per  cent  of  the 
customers  in  the  lower  sales  groups  did 
come  through  and  increase  their  purchases 
to  the  desired  level. 

In  other  cases,  where  this  could  not  be 
accomplished,  the  customers  were  advised 
that  calls  would  be  made  in  person  every 
other  week  and  by  phone  locally  during  the 
intervening  weeks.  This  was  done  with  no 
fall-off  in  volume  on  the  already-unprofit- 
able accounts. 

All  in  all,  the  Wedemeyer  Company  felt 
that  the  time  and  effort  spent  on  this  re- 
search  was    well   worth  the  cost  and  effort. 
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♦Wholesaler 

Case  History:  George  W.  Kauffman, 
President 
The  Kauffman- Lattimer 

Company 
Columbus,  Ohio 

This  is  the  story  of  one  application  of 
modern  office  machinery  which  solved  a 
pressing  problem  in  a  wholesale  drug  firm 
and  produced  some  valuable  by-products 
in  the  process. 

Our  company  distributes  drug  store  prod- 
ucts to  approximately  500  drug  store  sin  the 
central  Ohio  area.  We  employ  90  people  and 
at  the  time  of  the  story--1947  to  1953--our 
annual  sales  amounted  to  about 
$4,000,000.00. 

In  pre-World  War  II  days  pricing  orders 
in  a  wholesale  drug  house  was  not  too  dif- 
ficult a  task.  Even  though  we  had  20,000 
items  to  sell  and  a  price  book  twelve  inches 
thick,  a  great  many  items  were  priced  at 
two,  four,  six  and  eight  dollars  a  dozen.  So 
our  pricers  could  bill  a  great  many  items 
without  taking  time  to  refer  to  a  price  book. 
Another  factor  which  served  to  simplify 
their  job  was  the  fact  that  not  too  many  new 
products  came  on  the  market  each  year  in 
those  days.  The  same  items  appeared  on 
orders  month  in  and  month  out. 

Following  the  war  two  things  happened 
which  turned  a  pricer's  job  into  a  nightmare. 
When  manufacturers  were  forced  to  raise 
prices,  they  did  not  stick  to  round,  easy-to- 
remember  figures.  More  often  than  not  a 
$2.00  per  dozen  item  went  to  $2.18  or 
$2.28--not  $2.20  or  $2.30.  This  meant 
more  and  more  referral  to  price  lists  in 
our  billing  operation. 

The  second  development,  which  compli- 
cated the  pricer's  job  even  more,  was  the 
introduction  of  a  mass  of  new  products 
which  were  the  result  of  stepped-up  re- 
search in  drugs  and  pharmaceuticals  during 
wartime.  As  might  be  expected  the  new 
products  all  had  odd-cents  prices  too.  So 
in  1947  and  '48  we  found  our  pricers'  pro- 
duction dropping  to  roughly  half  of  their 
pre-war  rate.  Even  with  twice  as  many 
pricers,  we  were  failing  to  get  invoices  de- 
livered with  the  goods. 

An  entirely  different  problem  developed 
in   this    same    period   which  should  be  men- 
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tioned  because  both  problems  were  partially 
solved  by  the  same  means. 

The  wholesale  drug  industry  experienced 
a  steady  decline  in  its  ratio  of  net  profit  to 
sales  from  1947  to  1953,  from  2.6%  in  1947 
to  1.62%  in  1953.  In  terms  of  return  on 
capital  the  1953  figure  was  the  equivalent  of 
5.43%  of  total  assets.  We  were  heading  for 
trouble  and  we  knew  it. 

In  analyzing  our  position  we  decided  that 
the  following  facts  were  contributing  to  this 
unhappy  picture.  In  our  industry  we  work  on 
discounts  from  manufacturers'  published 
list  prices.  Historically  these  percentage 
discount  margins  have  varied  only  slightly 
over  a  long  period  of  years.  Coupled  with 
this  was  the  fact  that  during  the  period  be- 
tween the  end  of  World  War  II  and  the  Korean 
crisis,  the  drug  industry  experienced  less 
price  increase  than  any  industry  we  know. 
Our  weighted  price  increase  for  that  period 
was  less  than  10%.  This  lag  was  primarily 
due  to  the  fact  that  the  drug  industry  had 
made  use  of  fair  trade  pricing  in  the  pre- 
war period. 

The  combination  of  these  two  factors-- 
historic  percentage  margins  and  a  static 
price  level  —  resulted  in  the  whole- 
saler working  with  almost  the  same  dollars 
of  gross  profit  in  1953  whichhehadin  1947. 
At  the  same  time  we  experienced  the  rising 
cost  of  doing  business  which  affected  all 
businesses  during  this  period.  Labor  rates 
climbed  steadily,  as  did  the  cost  of  new 
facilities  and  equipment.  By  the  end  of  1953 
we  found  ourselves  experiencing  the  lowest 
return  on  capital  investment  since  the  worst 
days  of  the  depression. 

In  1946  one  brave  wholesale  druggist  in 
California  waded  into  the  rough  waters  of 
paper  work  automation --punched -card  ac- 
counting. This  was  the  first  such  applica- 
tion in  our  industry.  A  lot  of  development 
work  had  to  be  done.  We  watched  their 
progress  with  keen  interest  because  we 
realized  that  a  successful  application  might 
give  us  the  answer  to  our  increasingly 
pressing  billing  problem  as  well  as  provide 
us  with  factual  information  about  our  busi- 
ness which  had  not  been  available  before. 

In  1948  and  '49  we  worked  out  a  procedure 
for  adapting  punched  card  accounting  to  our 
operation.  Since  at  that  time  the  California 
company  offered  the  only  prior  experience 
in  our  industry,  we  had  to  do  a  lot 
of  pioneering  ourselves.  In  1950  machines 
were  installed  and  for  the  next  two  years 
we  experienced  a  real  tussle  in  working  out 
the  bugs  of  our  automated  billing  system. 
But   after   living   through   that  trying  period 


the  fruits    of  mechanizing  our  billing  began 
to  show. 

How  did  this  application  of  punched-card 
accounting  help  us  solve  the  two  problems 
referred  to  earlier?  The  first  problem-- 
invoice  with  goods --was  solved  as  soon  as 
the  system  went  into  effect.  Within  thirty- 
minutes  after  an  order  is  filled  and  goes 
to  packing,  a  machine  invoice  is  ready  to  go 
with  the  order  or  in  the  mail. 

Tackling  the  second  problem- -shrinkage 
of  profits --has  been  an  evolution  of  by- 
products from  our  machine  system  over 
the  past  five  years.  On  the  side  of  con- 
trolling costs  we  get  a  monthly  payroll 
analysis  today  which  matches  actual  man 
hours  worked  with  invoice  lines  filled--the 
basic  unit  of  work  in  a  wholesale  drug  firm. 
Over  a  five  year  period  accomplishments 
in  this  direction  compare  more  than  favor- 
ably with  industry  reports  which  we  get 
regularly  from  our  trade  association.  In  this 
way  punched  card  accounting  has  cut  our 
costs. 

A  second  approach  to  separating  profit- 
able business  from  unprofitable  business 
has  been  the  development  of  a  vendor  analy- 
sis. About  three  times  a  year  we  take  a 
complete  month's  business  and  sort  it  down 
by  manufacturers'  lines.  The  same  costs 
which  we  apply  to  our  customer  analysis 
are  re-allocated  in  our  vendor  analysis. 
These  studies  show  the  ratio  of  net  profit 
or  loss  to  sales  on  each  vendor.  By  apply- 
ing these  ratios  to  dollar  sales  produced  we 
know  which  manufacturers'  lines  deserve 
our  best  selling  efforts,  and  which  ones 
must  sell  themselves  or  fall  by  the  wayside. 

Here  then  are  three  concrete  ways  in 
which  office  automation  has  made  a  direct 
contribution  to  improving  profits: 

(1)  Better  cost  control  through  production 
and  payroll  analysis. 

(2)  More  profitable  customers  through 
customer  analysis. 

(3)  More  productive  selling  effort  through 
vendor  analysis. 

Service 

Case  History:  J.  Richard  Morris,  Presi- 
dent 
Virginia- Carolina  Laun- 
dry Supply  Corp. 
Richmond,  Virginia 
Our    company,    organized    in     1924,   is    a 
wholesale  distributor  of  the  following: 

1.  Laundry  and  drycleaning  supplies 

2.  Laundry    and    drycleaning    equipment 

3.  Sanitary  maintenance  supplies  and 
equipment. 
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Our  main  office  and  warehouse  are 
located  at  Richmond,  Virginia,  and  we  have 
a  branch  office  and  warehouse  in  Washing- 
ton, D.  C.  From  these  two  locations,  we 
have  sixteen  sales  representatives  covering 
the  territory.  The  total  number  of  em- 
ployees of  the  corporation  at  present  is 
fifty -one. 

Some  trends  have  taken  place  in  our 
business  and  throughout  the  industry 
seriously  affecting  profits  during  the  past 
fifteen  years  and  more  specifically  during 
the  last  five  or  six  years.  Up  to  about 
fifteen  years  ago,  all  shipments  of  laundry 
and  cleaning  supplies  were  by  public  carrier 
F.O.B.  distributors*  warehouses.  Company- 
operated  trucks  were  used  for  local  de- 
liveries only.  Since  that  time,  there  has 
been  an  almost  complete  changeover  to 
delivering  on  company -operated  trucks  and 
selling  F.O.B.  customers*  plants. 

Decentralization  of  distribution,  together 
with  the  general  public's  demand  for  more 
personalized  service  have  helped  to  bring 
about  this  situation.  This  condition  first 
started  in  the  Southeast  and  has  gradually 
expanded  until  it  now  exists  in  more  of  the 
country. 

While  some  other  items  of  expenses  have 
increased,  the  major  increase  has  taken 
place  in  transportation  which  includes  cost 
of  "Freight  In"  as  well  as  the  delivery  cost. 
The  following  shows  the  trend  and  per- 
centages for  our  fiscal  1951  year  compared 
with  1956: 


Gross  Profit  on  Sales 
(Per  Cent) 

Total  Warehouse  Expenses 

(Including  freight  out  by  pub- 
lic carrier,  delivery  ex- 
pense by  company-oper- 
ated trucks ,  rent,  warehouse 
salaries  and  other  ware- 
house expenses) 

Net  Operating  Profit  Before 
Taxes 


1951         1956 
23.87       23.33 


5.34 


7.22 


3.43 


1.94 


The  following  figures  are  taken  from  the 
Distributors  Cost  Survey  of  the  Laundry  and 
Cleaners  Allied  Trades  Association: 


19511        1956* 


Gross  Profit  on  Sales 
(Per  Cent) 


24.10     22.516 


i  27  firms  reporting  on  sales  of  $26,736,372.96 
2  42  firms  reporting  on  sales  of  $44,074,397.87 


Total  Warehouse  Expenses  4.70       2.833 

(Including  freight  out  by 
public  carrier,  delivery 
expense  by  company - 
operated  trucks,  rent, 
warehouse  salaries  and 
other  warehouse  ex- 
penses) 

Net  Operating  Profit  Be- 
fore Taxes  4.36         2.94 

The  increase  in  the  cost  of  "freight  in" 
is  reflected  in  the  gross  profit  percentages. 
Part  of  the  deterioration  in  gross  profit  is 
due  to  increase  in  cost  of  some  merchan- 
dise without  correspondingincrease  in  sell- 
ing prices.  The  important  question  is,  what 
is  being  done  or  can  be  done  to  improve 
this  picture?  Unfortunately,  not  a  great 
deal  has  been  done  and  the  outlook  is  that 
any  process  of  restoring  satisfactory  prof- 
its will  be  a  slow  one. 

It  is  our  opinion  that  our  company's  de- 
livery expenses  could  be  reduced  to  com- 
pare more  favorably  with  the  national  aver- 
age by  establishing  warehouse  stocks  in 
cities  where  our  trucks  would  be  operating 
in  a  much  smaller  radius  of  these  stocks. 
However,  due  to  limited  working  capital,  it 
has  not  been  possible  to  consider  the  ad- 
ditional investment  required  for  such  ad- 
ditional inventories.  Consequently,  we  have 
not  yet  made  a  survey  to  determine  the 
difference  in  cost  of  such  operations.  Since 
we  must  operate  within  the  existing  capital 
structure,  we  have  no  alternative  but  to  try 
to  get  this  increased  cost  of  serving  our 
customers  back  into  selling  prices  as  soon 
as  market  conditions  permit. 

In  1955,  when,  we  realized  that  our  exist- 
ing bookkeeping  equipment  would  soon  need 
replacement,  our  accounting  department 
manager  made  a  study  and  comparison  of 
the  conventional  type  of  equipment  with 
I.B.M.  equipment  and  the  results  obtainable 
from  each.  It  was  his  conclusion  that  we 
could  process  our  invoices,  maintain  in- 
ventory control,  salesmen's  commissions, 
accounts  receivables  and  accounts  payable, 
maintain  much  better  controls  and  give 
better  guide  to  management  with  the  I.B.M. 
equipment. Our  auditors  who  were  thoroughly 
familiar  with  our  methods  of  recordkeeping 
agreed  with  this  conclusion.  In  September 
1955,  our  Board  of  Directors  agreed  with  the 
recommendations  and  authorized  manage- 
ment to  enter  into  a  contract  with  I.B.M.  to 
install  their  equipment. 
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This  change  to  LB.M.  equipment  was 
much  more  drastic  than  we  had  anticipated, 
and  it  has  taken  much  longer  to  accomplish 
than  we  had  understood  it  would.  Because 
of  this,  we  are  unable  to  state  results  that 
would  reflect  any  savings  of  consequence  at 
this  time.  However,  we  are  satisfied  now  that 
each  operation  being  accomplished  with  the 
LB.M.  equipment  is  being  done  with  maxi- 
mum results  and  with  much  less  chance  of 
human  error.  Invoices,  accounts  receivable 
and  accounts  payable  records  are  all  being 
accomplished  very  effectively.  Salesmen's 
commissions  are  based  on  gross  profit.  The 
gross  profit  records  being  furnished  are  a 
guide  to  the  salesmen  to  try  to  sell  the  more 
profitable  merchandise.  They  are  a  very 
effective  guide  to  management  in  determin- 
ing if  a  territory  is  profitable  or  not  and 
why,  if  it  is  not  profitable. 

The  inventory  control  is  the  last  major 
operation  accomplished  on  the  LB.M.  equip- 
ment and  these  records  are  just  getting  to 
the  point  where  they  can  be  a  daily  guide 
to  purchasing  and  maintaining  a  more  nor- 
mal inventory.  I  regret  that  I  cannot  report 
more  conclusive  results,  but  we  are  just 
at  the  point  now  where  we  feel  that  we  can 
hope  to  effect  some  changes  to  improve  our 
own  situation.  Upon  completion  of  two  years' 
records  on  the  LB.M.,  we  shall  be  able  to 
make  many  comparisons  of  value  to  man- 
agement such  as  cost  comparisons,  sales, 
territorial,  products  and  many  others. 

The  Distributor's  Committee  of  the  Laun- 
dry and  Cleaners*  Allied  Trades  Associa- 
tion started  their  cost  survey  in  1950.  Each 
year  we  have  compared  our  percentages  of 
costs  with  the  averages.  We  have  been  able 
to  lower  our  general  and  administrative 
expenses  to  figures  under  the  national  aver- 
ages. Our  total  "warehouse  expenses",  in- 
cluding all  delivery  and  freight  out  ex- 
penses, and  the  "sales  department  ex- 
penses" are  the  two  departments  v/here  we 
have  been  over  the  averages.  The  increased 
cost  of  operating  the  trucks  over  long  dis- 
tances together  with  increased  labor  costs 
have  made  it  impossible  to  improve  the 
warehouse  expenses.  With  our  present 
LB.M.  system  of  cost  control,  we  anticipate 
improving  our  sales  department  expenses. 

During  the  latter  half  of  1953,  when  we 
were  planning  with  our  advertising  agency 
a  promotional  program  for  1954,  we  en- 
deavored to  provide  a  program  that  would 
help  the  cleaning  and  laundry  plants  create 
better  customer  relationship  with  their  cus- 
tomers, the  consumer  of  their  services.  We 
realized  that  if  we  were  successful  in  doing 


this,  we  would  also  be  creating  better  re- 
lationships with  our  customers,  and  realize 
more  business. 

A  serious  problem  for  our  company  is 
collections.  This  is  a  grave  problem  to 
most  distributors  in  this  industry.  We  are 
faced  with  credit  hazards,  and  collections 
have  grown  progressively  slower  during 
recent  years.  While  I  do  not  have  statistics 
on  the  accounts  receivable  turnover,  it  is 
obvious  that  the  average  number  of  un- 
collected and  outstanding  sales  on  the  rec- 
ords of  laundry  and  cleaning  supply  dis- 
tributors is  sixty  days  or  more.  Realizing 
the  increasing  seriousness  of  the  collection 
trend,  I  was  instrumental,  about  a-year  ago, 
in  getting  the  distributors  in  Virginia  to 
organize  a  credit  group  for  the  purpose  of 
exchanging  ledger  experiences  on  slow- 
paying  accounts.  A  few  months  later,  I 
assisted  in  the  organization  of  a  similar 
group  for  the  two  Carolinas.  The  secretary 
and  manager  of  the  Richmond  branch  of  the 
National  Association  of  Credit  Men  serves 
as  executive  secretary  to  the  Virginia 
group.  The  secretary  and  manager  of  the 
Charlotte,  N.C.,  branch  serves  as  executive 
secretary  to  the  Carolinas  group.  All  in- 
formation on  accounts  is  sent  by  the  mem- 
bers of  the  group  to  the  office  of  the  execu- 
tive secretary  where  it  is  compiled  and  the 
complete  reports  prepared  and  furnished  to 
the  members.  It  is  our  belief  that  this  type 
of  cooperative  information  is  becoming 
more  valuable  to  us  each  day. 

Wholesaler 

Case  History:  MeriamE.  Cole,  President 
Great  Northern  Steel 

Company 
Cleveland,  Ohio 

As  a  result  of  my  having  had  to  act  as 
chauffeur  to  my  husband  for  two  years 
before  his  death,  today  I  find  myself  in  the 
business  world,  president  of  the  Great 
Northern  Steel  Company,  distributors  of 
sheets,  plates,  bars  and  structurals.  Shortly 
after  I  started  to  drive  my  husband  to  his 
office,  I  decided  to  make  count  the  two  hours 
spent  waiting  for  him  each  day.  He  began 
training  me  in  sales  techniques,  which  gave 
me  the  opportunity  to  talk  over  the  telephone 
to  our  key  customers  and  then  establish 
contact  with  them. 

After  my  husband  died,  my  first  problem 
was  to  tackle  the  job  of  being  the  head  of  a 
business  that  had  been  neglected  due  to  his 
ill  health,  in  a  field  that  is  all  male  and 
highly  competitive.  My  management  and 
know-how  score  was  zero. 
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Following  were  some  of  the  problems  I 
had  to  overcome: 

The    company    was     not    well    organized; 

There  was  a  lack  of  skill  in  the  following 
functions:  sales  management,  purchasing, 
public  relations  management,  traffic  man- 
agement, offic  e  management,  financial  man- 
agement, credit  management. 

It  was  necessary  also  that  I  receive 
competent  tax  and  legal  advice.  I  started 
looking  for  help.  I  realized  that  the  problems 
facing  me  had  been  solved  before  by  many 
other  small  business  men.  I  researched 
people.  We  kept  pads  on  our  desks  to  jot 
down  questions  presented  during  the  day 
regarding  selling,  servicing,  soliciting  new 
business  and  credit.  Typical  examples  were 
the  following  questions: 

How     can     we    improve    the    handling    of 
customers'  complaints? 

How     can     we    improve    the    handling    of 
"fussy"  customers? 

How  can  we   improve  collections  of  slow 
paying  accounts? 

How  can   we   continue   to  keep  the  loyalty 
of  old  customers? 

How     can     we     reestablish    accounts     not 
contacted  for  the  past  five  years  ? 

Every  evening  at  five  o'clock  we  would 
review  the  question  list  and  decide  who 
would  be  the  most  qualified  person  to 
contact.  Fortunately,  we  have  many  friends 
who  hold  responsible  executive  positions  in 
every  phase  of  business  management. 

I  shared  assignments  with  my  son,  who  is 
22  years  old  and  in  business  with  me. 
Gradually  we  learned  the  answers  to  our 
problems.  We  thought  that  after  a  few 
months  we  would  learn  all  we  wanted  to 
know.  However,  the  pads  are  still  there  with 
new  questions  replacing  old  ones  constantly. 

Much  of  the  success  that  any  of  us  gain 
is  based  on  the  experience  of  others.  Not 
enough  of  us,  however,  take  advantage  of  the 
fact  that  there  are  people  of  good  will  around 
us  all  the  time  who  are  willing  to  give 
guidance.  My  customers  were  my  teachers. 
My  competitors  taught  me  to  understand 
market  conditions  and  pricing.  A  tre- 
mendous influence  in  my  management  think- 
ing was  the  Second  Annual  Small  Business 
Conference  in  Hotel  Statler  in  New  York 
City,  May  23-24,  1957,  given  by  the  Society 
for  the  Advancement  of  Management.  Here 
I  learned  that  management  must  develop 
better  techniques  to  recognize  the  important 
influences  affecting  business:  that  man- 
agers should  possess  the  qualities  of  crea- 
tivity,      foresight,      flexibility,      and      sar- 


andipity--a  word  whichmeans:  to  encourage 
people  to  stick  their  necks  out. 

Among  the  excellent  aids  I  received  in 
my  quest  for  better  management  knov/ledge 
were  "Management  Aids  for  Small  Busi- 
ness", which  we  received  from  the  Small 
Business  Administration. 

Having  learned  that  it  is  important  to  take 
positive  and  effective  action  based  on  a 
sound  plan,  we  began  an  evaluation  of  each 
function  of  the  business.  After  much  thought 
the  office  was  reorganized  to  avoid  duplica- 
tion of  effort.  An  effective  filing  system  was 
installed  in  such  a  manner  that  we  have  been 
able  to  capitalize  on  the  invaluable  fund  of 
business  experience  actually  in  our  files. 

We  needed  to  develop  selling  techniques 
since  neither  I  nor  my  son  had  had  any  out- 
side selling  experience.  I  conceived  a  plan. 
I  enlisted  the  aid  of  several  men  I  know  who 
are  occupying  responsible  sales  executive 
positions  in  various  industries,  and  who  of- 
fered to  help  me  when  they  became  aware  of 
my  plight.  I  accepted  their  offer  to  direct 
and  guide  my  sales  force.  Periodic  luncheon 
meetings  with  these  experienced  sales  ex- 
ecutives have  helped  develop  these  men  into 
polished  and  effective  salesmen. 

We  are  now  working  on  developing  a  five- 
year  plan.  We  believe  that  if  we  can  look 
ahead  broadly  for  a  five-year  period,  and 
spell  out  in  detail  what  we  want  to  ac- 
complish in  the  year  immediately  ahead,  we 
will  stimulate  the  growth  of  our  business. 
Just  going  along  on  a  day-to-day  basis  is 
not  good  enough. 

We  set  up  for  our  first  year's  objectives 
these  goals: 

To    apply  modern  management  princi- 
ples to  our  organization; 

To  have  an  effective  sales  force; 

To  increase  sales   100  per  cent; 

To  diversify. 
We    are   well   along  in  meeting  these  ob- 
jectives. 


Retailer 

Case  History: 


Howard  E.  Dunaway, 

Proprietor 
Dunaway' s 
Kilmarnock,  Virginia 


We  are  a  small  retail  business  handling 
men's  and  ladies'  clothing  on  a  strictly  cash 
basis  in  a  town  of  less  than  one  thousand 
people. 

Our  town  is  situated  about  eightv-five 
miles  southeast  of  Richmond  and  one- 
hundred  and  fifty  miles  south  of  Washington 
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on  a  peninsula  comprised  of  five  counties 
known  as  the  Northern  Neck  of  Virginia.  The 
population  of  our  town  has  not  increased 
appreciably  in  the  last  two  census  readings, 
and  in  order  that  we  increase  our  business, 
plans  had  to  be  made  to  bring  customers 
into  our  town  and  our  store.  Farming  and 
seafood  are  the  main  sources  of  income  for 
most  families  and  there  is  no  major  indus- 
try with  a  big  payroll  available  within  50 
miles. 

Our  present  trading  area  is  confined  to  a 
30 -mile  radius.  To  attain  our  goal  in  in- 
creased business,  we  must  branch  out  to  the 
south  to  Gloucester  and  to  Mathews,  both  35 
miles  distant,  and  to  the  northwest  to  Tap- 
pahannock,  40  miles  distant.  There  was  too 
much  competition  from  the  Richmond  stores 
and  there  still  is  with  the  excellent  highway 
facilities  we  now  have.  We  need  to  keep 
people  home  with  better  selections,  as  good 
or  better  prices,  and  quality,  with  up-to- 
date  and  style  merchandise  and  better  serv- 
ices and  parking  facilities. 

Surveys  made  within  our  organization 
showed  that  changes  must  be  made  and 
promptly.  Our  study  of  ourselves  showed 
that  we  must  specialize,  must  handle  cer- 
tain merchandise  in  more  depth  and  must 
develop  a  store  personality  as  a  quality, 
style  leader.  Our  study  of  competition  in- 
dicated that  we  had  to  be  different,  we  had 
to  be  in  a  position  to  merchandise  fashion- 
wise  and  become  a  style-minded  specialty 
store  rather  than  a  general  store.  Our 
studies  showed  thatmany  of  the  departments 
we  subsequently  eliminated  were  not  giving 
us  the  turnover  which  would  make  for  a 
prosperous  growing  establishment. 

We  went  to  outside  sources  for  more  in- 
formation. The  ratio  statistics  available 
through  the  Department  of  Commerce  and 
our  own  national  trade  association  were 
obtained  and  studied.  A  skilled  store  archi- 
tect was  obtained  and  from  him  we  not  only 
got  a  much  improved  store  but  information 
which  helped  us  choose  the  merchandise  we 
wanted  to  carry. 

What  helped  us  terrifically  was  a  highway 
traffic  survey  which  showed  trends  of  travel 
switching  from  one  area  to  another,  plus 
traffic  loads  at  different  times  of  the  day  and 
of  the  year.  We  got  this  from  the  State  of 
Virginia  Highway  Department.  It  showed  us 
that  much  of  our  trade  was  coming  from  an 
area  which  was  ripe  for  building  up.  We  got 
much  help  and  information  from  experts 
brought  in  by  our-  local  power  company  who 
spoke  before  our  Chamber  of  Commerce  as 


to  their  findings  in  the  economic  and  busi- 
ness situation  and  what  the  future  showed. 
The  Small  Business  Administration  office  in 
Richmond  had  an  official  speak  at  the  local 
Rotary  Club  about  what  was  available  in  the 
way  of  helpful  information.  As  a  result  we 
obtained   some  of  their  valuable  pamphlets* 

Until  1951,  we  had  a  general  variety-type 
store.  The  operation  was  not  as  profitable 
as  we  felt  it  should  and  could  be,  nor  was 
the  volume  nearly  what  we  felt  we  had 
the  potential  to  achieve.  We  couldn't  be  all 
things  to  all  people,  and  by  making  observa- 
tions of  other  similar  operations  and  com- 
paring figures,  we  concluded -that  the  old 
country-style  store  idea  was  fast  becoming 
obsolete. 

In  addition  to  getting  national  facts  and 
figures  on  averages,  we  visited  a  number 
of  what  we  thought  were  outstanding  stores 
of  the  type  we  wanted  to  have.  They  were 
cooperative  and  we  got  facts  and  figures 
which  showed  the  mistakes  we  were  making 
and  the  course  that  we  should  pursue.  When- 
ever the  time  permitted,  we  would  go  on  a 
holiday  and  visit  other  stores  in  other  com- 
munities. From  the  good  traveling  salesmen 
who  visited  us  we  would  get  information 
about  what  successful  stores  were  doing, 
what  they  were  featuring,  what  lines  were 
good  and  other  important  trade  information. 
We  traveled  hundreds  of  miles,  attended 
trade  conventions  and  a  two-week  seminar 
in  men's  store  management  conducted  by  the 
New  York  University  School  of  Retailing. 
Beginning  in  1951,  we  have  made  many 
changes  in  our  store.  We  eliminated  chil- 
dren's departments  (right  at  the  period  when 
Davy  Crockett  was  a  hot  item  and  most  re- 
tailers thought  we  were  foolish).  We  dis- 
continued men's  work  clothing  for  the  most 
part,  along  with  work  shoes,  our  ladies' 
shoe  department,  patterns  and  piece  goods 
with  related  notions  (an  excellent  depart- 
ment with  us)  and  found  that  our  volume  has 
increased  each  year. 

The  year  of  1957  has  brought  no  major 
changes,  but  we  are  using  this  year  as  a 
basis  for  reviewing  costs,  also,  we  are  try- 
ing to  determine  ways  to  increase  volume 
while  cutting  overhead.  So  far  this  year  our 
volume  stands  well  over  10%  ahead  of  last 
year's  and  we're  shooting  for  the  biggest 
Fall     and    Xmas     season    we've    ever    had. 

We  eliminated  the  duplication  of  price 
lines  and  also  have  reduced  the  number  of 
price  lines  carried.  This  gives  a  better 
depth  of  merchandise  with  the  same  or 
less   inventory  investment.    We  made    sur- 
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veys  of  the  turn-over  of  slow-moving  items, 
and  we  eliminated  those  with  little  or  no 
turn-over.  How  many  items  do  you  have  in 
your  store  that  are  not  paying  for  the  square 
footage  they  occupy? 

In  buying,  we  always  try  to  be  first  in 
town  with  seasonal  merchandise,  both  in 
showing  it  and  in  having  it  in  stock.  This 
way  we  come  to  be  known  as  the  first  in 
fashion  and  the  first  with  the  new.  For  what 
we  think  of  as  excellent  items  or  ones  that 
have  proven  their  worth  in  the  past  seasons, 
we  specify  three  delivery  date's.  In  this  way 
we  are  assured  of  having  the  item  and  a 
follow-up  stock  when  it  is  needed  for  peak 
selling.  Needless  to  say,  staple  items  should 
be  kept  in  stock  at  all  times,  and  a  constant 
and  regular  check  made  of  these  items  at 
specified  intervals.  If  you  can  use  the  in- 
stock  service  of  some  of  your  bigger  manu- 
facturers, that  much  the  better,  for  it  will 
considerably  reduce  your  inventory. 

Are  you  making  the  most  of  your  adver- 
tising? The  most  important  function  you 
have  in  your  business  after  having  the  mer- 
chandise bought  and  in  your  store,  is  to  get 
the  customer  into  your  place  of  business. 
You  will  spend  a  certain  amount  of  money 
in  advertising  each  year  and  you  should  plan 
your  budget  accordingly.  You  must  identify 
your  store  and  your  business.  Adopt  a 
specific  but  distinctive  signature  and  use 
this  throughout  all  your  advertising,  wher- 
ever and  whenever  possible.  We  have  put 
our  signature  cut  on  all  boxes,  in  our  news- 
paper ads,  on  our  billboards  and  every 
usable  place.  We  have  four  billboards,  24- 
sheet  poster  size,  and  they  are  painted  and 
changed  every  three  months.  Illuminated  at 
night,  they  are  most  effective,  because  being 
in  the  wide  open  country,  they  do  not  have 
competition  from  hundreds  of  other  signs. 
We  are  the  first  and  almost  only  users  of 
this  sort  of  lighting  at  night. 

Perhaps  the  most  effective  means  of  ad- 
vertising we  use  is  direct  mail.  We  have  our 
own  addressograph  machine  for  addressing 
mailing  pieces,  and  we  were  able  to  secure 
a  used  graphotype  machine  for  cutting  our 
own  plates.  Use  must  be  made  of  direct  mail 
frequently  and  consistently  for  it  to  be 
successful,  and  mailing  must  be  kept  up  to 
date. 

As  for  the  resources  for  increasing  your 
list,  any  roster  of  civic  or  social  organiza- 
tion is  available,  such  as  the  Lions  Club, 
Rotary  Club,  Women's  Club  and  country 
club  lists;  if  you  live  in  the  country  as  we  do, 
pick  names  from  local  news  columns  and 
add  newcomers.  The  telephone  directory  is 


probably  the  biggest  and  best  source  as  well 
as  being  a  good  guide  to  the  better-income 
group  of  customers  you  might  like  to  attract. 

Radio  spots  constitute  a  good  part  of  our 
advertising  budget.  We  have  a  daily  spot  at 
7:40  in  the  morning  which  we  find  most 
beneficial.  During  winter,  in  inclement 
weather,  families  listen  for  school  notices 
and  we  get  a  terrific  audience.  We  also  have 
a  yearly  contract  for  the  World  Series 
games  during  which  we  use  our  sports  - 
clothing  spots  for  men.  We  also  find  that  it 
is  a  good  gesture  that  pays  off  well  to  send 
to  the  radio  announcer  a  sport  shirt  or 
some  little  item  that  we  are  promoting;  his 
enthusiasm  is  doubled  or  tripled  when  he  can 
say- -"I  have  one  for  my  own  use.*' 

Thousands  of  match  books  are  given  to 
drug  stores  and  filling  stations  that  have  a 
big  traffic.  This  is  advertising  repeated 
until  the  whole  book  is  gone  and  is  actually 
one  of  our  cheapest  forms  of  advertising. 

Distribution  of  pencils  to  schools  have 
been  made,  and  there  is  a  very  fine  resort 
hotel  located  in  Irvington,  five  miles  dis- 
tant, to  which  we  supply  pencils  to  cus- 
tomers. We  have  also  placed  hangers  with 
our  labels  attached  in  each  room.  This 
brings  in  tourists  as  customers. 

Another  gimmick  we  have  used  most 
successfully  is  our  telephone  number.  It 
is  not  easilv  forgotten  once  used.  Our  num- 
ber is  HEmlock  5-5555.  Just  one  little 
thing,  but  probably  one  of  the  best  attention- 
getters  we  have. 

In  your  advertising,  are  you  making  the 
most  of  advertising  allowances  provided  by 
many  large  concerns,  particularly  the 
nationally  advertised  brands?  Some  of  these 
concerns  allow  only  newspaper,  others 
newspaper  and  radio.  Some  have  advertising 
allowances  for  booklets  which  you  distrib- 
ute during  Christmas  and  other  special 
seasons.  Annually  we  use  a  Christmas 
booklet  which  is  obtained  in  cooperation 
with  a  New  York  buying  office.  Twice  a 
year  we  put  out  a  slick  twenty -page  pam- 
phlet on  men's  shoes  which  accomplished 
with  the  assistance  of  our  brand  name  shoe 
manufacturer.  Our  brand-name  furnishings 
manufacturer  supplies  us  with  a  fifteen- 
page  catalogue  with  our  store  name  im- 
printed on  it. 

We  are  proud  of  our  little  community. 
We  hope  that  Kilmarnock  is  proud  of  us. 
We  have  worked  to  accomplish  this  by  being 
public -relations  minded.  Nothing  happens 
to  our  store  or  anybody  connected  with  it 
that  we  don't  make  every  effort  to  let  the 
people    know    through    publicity  and  by  word 
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of  mouth.  When  we  attend  a  trade  event, 
the  town  knows  about  it. 

One  of  the  greatest  forms  of  advertising 
that  gets  maximum  results,  and  one  which 
is  most  neglected,  is  window  display.  The 
budget  for  this  should  be  quite  flexible  and 
looked  upon  in  the  same  way  as  newspaper 
ads.  Many  people  hate  to  think  of  buying 
material  and  props  for  windows  only  to  have 
to  throw  them  away.  Most  times  this  is 
unnecessary,  since  display  material  and 
equipment  should  be  bought  with  inter  - 
changeability  in  mind. 

Having  planned  and  installed  a  good  win- 
dow that  attracts  customers,  and  brings 
thern  into  your  establishment,  are  you  fol- 
lowing through  with  neat,  clean  and  attrac- 
tive display  inside  to  coordinate  it  with 
your  whole  advertising  program?  Are  you 
using  signs  that  are  informative  yet  concise 
and  clear?  Or  are  you  leaving  some  of 
your  signs  and  displays  up  for  weeks--yes, 
even  months  at  a  time,  though  they  have 
become  dull,  unattractive  and  useless? 

Let  us  assume  that  you  have  the  customer 
in  the  store,  she  is  satisfied  with  what  she 
has  found,  and  you  are  wrapping  it  up  for 
her.  Here  is  one  of  the  best  ways  in  the 
world  to  advertise  that  you  have  done  a 
successful  selling  job  and  let  the  public, 
and  particularly  your  competitor,  knowthat 
you  have  done  a  complete  job:  that  is  in  the 
package  the  customer  carries  from  your 
store.  What  better  way  is  there  for  the 
public  to  know  that  the  customer  made  the 
purchase,  and  to  identify  the  merchandise, 
than  to  see  the  box  or  bag  which  he  or  she 
is  carrying  down  the,  street?  Here  too,  is 
a  chance  to  carry  out  the  theme  of  your 
advertising  signature  and  color  scheme  if 
you  have  one.  The  small  merchant  can  no 
longer  be  a  "yokel"  in  his  operation.  He 
must  wrap  and  pack  like  big -city  competi- 
tion. 

Additional  helps  that  we  have  found  good 
are  special  order  sheets  and  size  cards  for 
customers*  measurements,  with  notation 
for  birthdays  enabling  us  to  call  up  people 
and  remind  them  of  birthdays  and  anni- 
versaries. It  is  amazing  how  much  this 
means,  particularly  to  the  male  customer 
who  has  so  much  on  his  mind  and  frequently 
forgets  important  dates. 

Because  there  are  peak  periods  in  any 
business,  we  have  found  that  the  use  of 
part-time  help  during  the  regular  days  is 
worthy  of  consideration.  Our  peaks  have 
been  mostly  during  lunch  hour  and  the  first 
part  of  the  afternoon.  Accordingly  we  have 
help   that   comes    in  from    11:00   until  4:00. 


We  find  that  having  student  help  from  the 
local  high  school  on  weekends  is  a  big 
factor;  they  bring  with  them  additional  cus- 
tomers in  their  age  group,  which  has  a 
tremendous  potential  for  present  custom- 
ers, but  even  more  for  future  ones.  They 
can  be  the  answer  to  what  may  be  a  drag 
in  your  dress,  suit  or  sportswear  depart- 
ment, and  they  are  quick  to  latch  onto  an 
idea  that  can  sometimes  make  the  difference 
between  a  big  season  and  a  mediocre  one. 
Also,  it  is  the  best  way  to  get  first-hand 
information  about  what  teen-agers  like. 

Perhaps  the  most  outstanding  item  of 
interest  to  be  brought  out  in  this  talk  is  the 
cooperation  of  the  businessmen  of  the  Town 
of  Kilmarnock  in  promoting  our  town,  our 
community  and  our  businesses.  Whereas, 
we  compete  against  each  other  with  all  the 
power  and  knowledge  we  have,  any  need  for 
a  unified  effort  is  met  successfully  and 
promptly.  We  have  our  Town  Council,  the 
Kilmarnock  Chamber  of  Commerce  and  the 
Retail  Merchants  Association  Division  of 
the  Kilmarnock  Chamber  of  Commerce. 
Through  these  organizations,  we  have  been 
able  to  accomplish  much,  and  they  are  a 
nucleus  around  which  we  work  and  get  most 
done.  Our  best  effort  to  date  evolved  out  of 
a  need  to  meet  competition  we  were  getting 
from  Richmond  and  Washington  in  their 
Washington's  Birthday  sales  and  bonanzas. 
People  were  going  to  these  big  days  and 
were  spending  so  much  that  it  would  affect 
our  business  for  several  days  afterward. 
So,  every  year  on  the  Tuesday  before  Wash- 
ington's Birthday,  we  have  in  our  town  what 
we  call  "KILMARNOCK  DAY".  This  is  a 
grand  and  glorious  day  of  give-aways  and 
sales  promotions --and  I  do  mean  just  what 
I  say.  Hot  dogs,  soft  drinks,  ice  cream, 
popsicles  and  balloons  are  given  free  by 
grocery  stores  and  drug  stores;  other 
stores  have  their  own  ideas  such  as  free 
photos  of  your  children  by  one,  free  goldfish 
by  another;  one  of  the  local  cleaners  gave 
three  months*  free  cleaning  for  the  entire 
family,  and  the  children's  shop  gave 
a  layette  to  the  first  child  born  onKILMAR- 
NOCK  DAY.  The  local  volunteer  fire  depart- 
ment members  had  an  organ  brought  in 
from  Richmond  and  celebrated  their  25th 
anniversary  with  Open  House  and  organ 
music  by  a  well  known  soloist;  they  had 
free  drinks  and  displayed  their  equipment. 
As  for  our  part,  this  was  the  second  year 
that  we  had  offered  to  the  first  male  cus- 
tomer a  free  suit  or  topcoat  of  his  choice 
and,  to  the  first  womancustomer,  her  choice 
of    an    Easter    outfit    valued  up  to    $50.00. 
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KILMARNOCK  DAY  was  on  Tuesday,  as  we 
mentioned,  and  as  we  closed  on  Monday  at 
5:30  P.M.  our  first  customers  got  out  of 
their  car  with  stools  to  start  their  night-long 
vigil  for  the  prizes.  We  even  ran  an  electric 
extension  outside  so  the  lady  who  brought 
her  electric  blanket  could  keep  warm  during 
the  night,  since  it  gets  cold  during  Febru- 
ary. The  Richmond  Times -Dispatch  took 
photos  of  these  people  which  appeared  in  the 
following  morning's  paper.  How  much  would 
you  have  to  pay  for  publicity  of  this  kind? 
Crowds  throughout  the  town  were  huge  all 
day  and  this  annual  event  has  become  one 
of  the  four  most  important  days  in  our  store, 
saleswise  and  volumewise. 

Many,  many  other  ideas  canbeused,  such 
as  style  shows.  We  have  had  three  big  ones 
this  year  and  have  a  fourth  coming  up  in 
October.  Townwise,  we  cooperate  to  have  a 
15-minute  program  on  the  radio  from 
Thanksgiving  until  Xmas  about  shopping  in 
Kilmarnock  and  we  run  a  full  page  ad  as  a 
group  in  several  papers  each  week  for  five 
or  six  weeks  before  Xmas.  All  of  us  have 
bought  large  flags  with  bases  for  use  in 
front  of  our  business  places  on  holidays. 
We've  held  street  lighting  ceremonies  when 
we  had  the  newest  and  most  up-to-date 
mercury  vapor  lamps  installed  to  replace 
our  old  system,  and,  since  we  just  opened 
our  new  15 -million-dollar  Rappahannock 
River  bridge  this  month,  we  are  planning  a 
big  M  G  M  (Mathews,  Gloucester  and  Middle- 
sex) Day  for  our  neighboring  counties  across 
the  river  and  are  going  to  put  on  a  big  cele- 
bration and  promotion  plan  for  them.  Our 
local  newspaper  is  cooperating  by  mailing 
several  hundred  sample  copies  each  week 
to  the  Gloucester  and  Matthews  county  areas . 
These  are  going  to  a  list  of  names  taken 
from  telephone  directories  and  other 
sources  of  information  to  carry  to  the 
people  in  this  area  our  news  and  our  ad- 
vertisements. From  this  we  expect  that  they 
will  know  us  and  our  stores  this  coming 
season. 

We  have  had  growth  and  a  successful 
changeover.  We  hope  to  continue  to  prosper. 
We  have  problems  and  plenty  of  them  and 
know  that  in  the  future  we  will  have  even 
more  difficult  knots  to  untie.  We  have 
reached  the  present  stage  by  being  not  only 
a  member  but  by  being  active  in  our  trade 
organizations  both  state  and  national.  In  that 
way  we  know  what  is  happening,  what  is 
being  planned  and  we  can  meet  and  discuss 
things  with  people  who  have  problems  simi- 
lar to  our  own. 


Being  a  comparatively  young  man,  I  can 
attest  to  the  fact  that  the  happiness  of  being 
a  small  merchant  in  a  small  town  is  not  lost. 
But  we  must  continually  study  our  facts  and 
figures,  we  must  constantly  observe  other 
operations,  both  at  home  and  in  other  com- 
munities, we  must  ever  be  aware  of  new 
and  progressive  ideas,  we  must  absorb 
every  bit  of  information  possible.  Then, 
armed  with  facts,  I  have  no  doubt  where  my 
course  is  charted  and  where  I'm  headed-- 
how  about  you? 

♦Retailer 

Case  History:    Kaleb  E.  Wiberg,  Vice 
President 
R.  A.  McDonough  &  Com- 
pany 
Newark,  New  Jersey 

We  operate  a  tire  business  that  was 
founded  in  1912  and  located  in  one  of  the 
most  competitive  areas  in  the  country. 

The  steps  of  our  growth  from  a  small 
company  with  five  employees  to  our  present 
payroll  of  fifty,  has  been  a  gradual  process, 
one  marked  with  untold  hours  of  conferences 
by  the  principals,  weekly  sales  meetings, 
and  many  forms  of  management-labor  get- 
togethers  to  further  the  spirit  of  coopera- 
tive growth. 

This  planning  has  shown  results.  Five 
years  ago  we  made  two  important  decisions. 
First  to  have  our  own  recap  shop;  second, 
to  go  into  the  budget  business.  Luckily  we 
did,  for  without  these  moves  we  probably 
would  not  be  in  business  today. 

A  year  ago  we  installed  a  complete  sys- 
tem of  profit  analysis  to  enable  us  to  study 
day-by-day,  month-by-month,  the  profit  in 
each  department  of  our  sales.  This  made  us 
conscious  of  many  problems  whichhad  been 
facing  us  for  years,  but  which  we  had  un- 
knowingly neglected. 

While  attending  a  forum  in  Miami  Beach 
this  January,  we  found  these  problems  uni- 
versal among  tire  dealers  all  over  the 
country.  This  forum,  sponsored  by  the 
National  Tire  Dealers  and  Retreaders  As- 
sociation, brought  together  dealers  from 
representative  parts  of  the  country. 

The  crowning  blow  of  the  conference  in 
Miami  came  when  one  of  the  eminent  pro- 
fessors conducting  this  seminar  was  asked 
where  he  had  bought  his  last  set  of  tires. 
He  stated,  "At  the  gas  station  that  services 
my  car."  We  asked  him  why  and  he  an- 
swered, "I  did  not  know  people  like  you 
existed." 
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This  professor  lives  in  a  suburb  of  Phila- 
delphia and  it  was  not  convenient  for  him 
to  go  downtown  to  do  his  shopping. 

He  frankly  did  not  care  how  much  he  paid 
for  his  tires.  He  did  not  even  know  the 
brand  of  the  tires  bought.  All  he  did  know, 
and  all  he  cared  about,  was  that  it  was 
convenient  to  buy  from  his  gas  station  be- 
cause he  did  not  have  to  waste  his  valuable 
time  in  shopping. 

Of  course,  every  tire  dealer  in  the  con- 
ference was  aware  of  this  situation.  Many 
of  us  had  engaged  in  active  solicitation  of 
gas  and  car  dealers.  But  we  all  knew  that, 
profitwise,  a  retail  deal  was  better  than  a 
wholesale  deal. 

We  became  aware  of  the  necessity  to 
study  our  market  thoroughly  and  to  supply 
our  solution  to  the  problem  of  offering  more 
convenience  to  customers  buying  more  tires 
from  McDonough. 

The  problem  was  to  analyze  our  market 
so  that  we  could  give  this  service  in  the 
places  and  in  the  manner  best  suited  to 
customers'  convenience. 

We  had  known  all  along  that  there  had  been 
a  tremendous  movement  of  population  away 
from  Newark  to  the  suburbs.  We  studied  the 
trends  of  big  business --the  department 
stores,  for  example.  The  largest  depart- 
ment store  in  Newark  solved  its  problem  by 
decentralization.  They  invested  in  seven 
branch  stores  in  key  suburban  areas  and 
are  not  yet  finished. 

We  made  a  study,  aided  by  Government 
groups,  as  to  the  changes  in  population  in 
Newark.  One  would  think  with  this  exodus 
to  the  suburbs,  the  population  of  Newark 
would  have  lost  in  numbers.  But  this  is  not 
so.  Newark  is  a  large  industrial  center  and 
wage  earners  gravitate  to  steady  jobs. 

We  also  found  that  the  spending  habits  of 
our  population  had  gradually  changed. 

From  the  findings  from  cooperative 
Government,  local,  municipal  and  big  busi- 
ness groups,  we  were  ready  to  change  our 
approach  to  the  changing  times. 

We  faced  the  fact  that  we  had  been  losing 
the  business  of  a  host  of  friends  who  no 
longer  cared  to  make  the  trek  to  Newark; 
and  that  we  would  lose  still  more.  We  had 
been  too  dependent,  also,  uponthis  carriage 
trade. 

Our  first  step  was  to  make  it  more  con- 
venient for  customers  to  deal  with  us.  There 
is  a  lack  of  parking  facilities  near  our  loca- 
tion. This  involved  another  long  contem- 
plated but  revolutionary  move.  Our  recap 
plant  had  been  built  in  back  of  our  Newark 
location.     Production    over    six    years    had 


grown  to  such  an  extent  that,  profitwise, 
our  recapping  was  at  an  impasse.  Casings, 
so  necessary  to  a  successful  recap  opera- 
tion, were  stacked  everywhere  and  so  im- 
peded our  service  area  that  business  suf- 
fered. 

We  bought  a  separate  recap  building, 
ideally  suited  for  the  purpose,  giving  us 
four  times  the  working  area  of  the  old  shop. 
Here  we  increased  our  production  with  a 
resulting  lower  production  cost.  We  moved 
our  service  equipment  into  the  old  recap 
shop  and  cleared  away  the  service  area 
completely  so  that  now  we  can  get  twice  as 
many  cars  inside  for  tire  mounting  than  we 
could  before. 

A  second  step  was  to  make  immediate 
plans  to  cater  to  the  buying  habits  of  the 
changed  population  by  increasing  our  budget 
or  time  payment  business,  increasing  our 
radio  coverage  over  an  outstanding  radio 
station  and  by  budget  advertising  through 
newspapers  and  direct  mail.  We  made  it 
more  convenient  for  people  accustomed  to 
buying  on  the  budget  plan  to  do  business 
with  us . 

Our  thinking  was  correct.  We  are  happy 
to  say  our  budget  business  over  the  last 
three  months  has  increased  over  30%.  With- 
in a  six-month  period,  we  should  double 
our  original  figures  in  this  lucrative  branch 
of  our  efforts . 

A  third  step  was  to  invest  in  a  complete 
in-plant  service  arrangement  for  industrial 
truck  tires.  This  offered  our  customers  the 
convenience  of  buying  tires  for  material- 
handling  equipment  in  plants  that  had  never 
heard  of  us.  Not  only  has  this  increased  our 
sales  of  industrial  truck  tires  but  it  has 
also  helped  our  sale  of  car  tires  to  many 
employees  of  these  new  customers. 

The  fourth  step  was  to  make  a  survey  of 
the  suburbs  to  find  the  most  suitable  spot 
for  another  retail  outlet.  We  asked  Good- 
year through  their  Market  Research  De- 
partment for  help.  Our  combined  consensus 
for  choice  of  location  was  Millburn,  New 
Jersey.  This  is  a  shopping  area  growing  by 
leaps  and  bounds.  It  services  seven  other 
prosperous  and  growing  suburbs.  This  store 
has  been  in  operation  for  two  months  and 
shows  promises  of  becoming  a  tremendous 
s  uc  c  e  s  s . 

Throughout  this  expansion  we  have  kept 
our  centralized  combined  buying  power, 
our  combined  planning  management  and  our 
combined  determination  to  make  the  name 
of  McDonough  synonymous  with  convenience 
in  buying. 
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♦Retailer 

Case  History:   Theodore  D.  Ellsworth 
Professor  of  Retailing 
Director  of  Research  and 

Publications 
New  York  University 
School  of  Retailing 
New  York,  N.  Y. 

Case  No.l:  I  have  a  young  friend  who  took 
over  the  management  of  his  parents'  retail 
store,  a  small  gift  shop.  At  the  time,  he  had 
had  little  practical  business  experience. 
However,  he  had  completed  an  intensive 
course  of  instruction  in  store  management 
and  operation  at  the  New  York  University- 
School  of  Retailing.  He  decided  that  he  would 
put  his  theoretical  knowledge  and  training 
to  an  immediate  and  thorough  test.  This 
meant  that  he  would  make  no  business  deci- 
sion without  having  all  pertinent  facts  at 
hand.  This  decision  made  him  the  official 
researcher  for  his  store. 

As  a  starting  point  for  his  experiment, 
he  selected  the  silverware  department  be- 
cause of  its  small  size  and  the  relatively 
staple  nature  of  its  merchandise.  He  began 
his  analyses  of  this  department  by  investi- 
gating its  sales  history  for  the  past  two- 
year  period.  He  compared  its  sales  to  cor- 
responding figures  for  other  stores  of  the 
same  general  merchandise  classification 
in  his  Federal  Reserve  District.  He  con- 
cluded that,  based  on  his  December  dollar 
sales,  he  could  almost  double  his  annual 
silverware  sales  figures  if  he  could  attain 
the  same  monthly  percentage  distribution  of 
sales  as  the  other  stores  in  the  Federal  Re- 
serve District. 

He  next  analyzed  his  previous  six-months 
silverware  sales,  by  selling  price.  This 
analysis  indicated  that  the  department  had  a 
total  of  61  individual  prices  ranging  from 
$1.50  to  $50.00.  A  further  breakdown  re- 
vealed that  seven  regular  prices  had  ac- 
counted for  thirty-one  per  cent,  and  one 
promotional  price  had  accounted  for  another 
seventeen  per  cent  of  the  department's 
unit  sales.  At  the  other  extreme,  there  were 
ten  prices  which  had  accounted  for  only  one 
sale  each,  and  sixteen  prices  at  which  no 
sales  had  been  made.  In  view  of  these 
findings,  he  decided  to  eliminate  a  total  of 
twenty-eight  selling  prices  .  His  final  pricing 
plan  included  twenty-two  regular  and  eleven 
special  prices,  grouped  into  four  price 
zones.  We  found  that  the  new  price  schedule 
not  only  made  it  easier  for  his  customers 
to    select   the   items    they   wanted  but  that  it 


also  enabled  him  to  make  a  material  dollar 
reduction  in  his  silverware  inventory. 

He  then  made  a  vendor  analysis.  This 
revealed  that  his  firm  had  made  no  more 
than  one  purchase  each  from  a  number  of 
resources  during  the  preceding  six  months 
period.  Further  investigation  showed  that 
two  of  these  concerns  had  supplied  the  firm 
with  exceptionally  good-selling  promotional 
items.  He  decided  that  he  could  eliminate 
the  remainder  of  the  resources  in  this  group 
without  injury  to  his  business.  In  fact,  he 
found  that  by  concentrating  his  purchases 
with  a  relatively  few  key  resources  he  could 
reduce  office  clerical  work,  shorten  the 
receiving  room  operation,  cut  shipping 
charges,  and  be  in  a  better  position  to  ob- 
tain necessary  quantities  of  promotional 
merchandise  at  favorable  prices  during  off 
seasons . 

It  would  seem  needlessly  repetitious  to 
report  the  details  of  each  of  the  remaining 
steps  in  my  young  freind's  step-by-step 
analysis  of  the  silverware  department.  He 
assured  me  emphatically,  however,  that  his 
effort  had  earned  a  rich  dividend  for  his 
firm  in  the  form  of  increased  sales  and 
profits  and  a  greatly  reduced  dollar  inven- 
tory investment.  In  addition,  he  gained 
valuable  experience  in  solving  problems  in 
an  orderly,  systematic  manner  and  in  being 
his  own  researcher.  In  his  words,  "re- 
search can  pay  rich  rewards  for  a  relatively 
small  investment  of  time,  effort,  and 
money." 

Case  No. 2:  There  is  the  case  of  the 
merchant  who  operated  a  small  dress  shop 
in  a  Southern  city.  He  wanted  to  realize  the 
full  potential  of  his  very  excellent  pedestrian 
traffic  location.  This  meant  that  he  would 
have  to  make  maximum  use  of  his  windows. 
However,  he  was  torn  between  the  need  to 
maximize  his  sales  and  the  desire  to  build 
a  reputation  for  carrying  prestige  merchan- 
dise. 

How  did  he  resolve  his  problem? 

He  conducted  an  experiment  to  deter- 
mine whether  it  was  more  profitable  for  him 
to  display  popular-priced  or  prestige 
merchandise  in  his  street  windows .  Based 
on  his  findings,  he  established  the  policy 
of  using  his  windows  to  display  popular- 
priced  merchandise,  with  the  price  plainly 
marked  on  each  item.  He  backed  his  window 
displays  with  interior  departmental  displays 
and  adequate  stocks  of  these  items. 

In  describing  his  policy,  he  said: 

"I  pay  a  high  price  for  my  traffic  loca- 
tion.   To    realize    a   fair    return   on   this    in- 
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vestment,  I  have  to  convert  as  many  passers  -  possible    for    them    to    locate    and   buy  the 

by  as  possible  into  customers.  I  have  found  merchandise  they  want. 

that   I   can   best  accomplish  this  purpose  by  "Perhaps,  someday  after  I  have  made  my 

displaying   merchandise  in  the  greatest  de-  fortune    and   can   afford  it,  I'll  revert  to  my 

mand  in  my   street  windows.  Then,  to  save  old  idea  of  becoming  a  prestige  store.  Right 

the    shoppers'    and   my  time  after  they  have  now,  I  cannot  possibly  pay  for  that  luxury." 
entered    my    store,    I    make   it   as    easy  as 
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DISTRIBUTION  WORKSHOP 
SUMMARIES 


Tuesday  Evening,  September  24,   1957 
8:00  -  10:00  P.  M. 


WORKSHOP  D-l    How  every  small  manufacturer  can  be  his  own  researcher. 
How  hunches  can  be  tested  and  ideas  tried  out  on  a  small  pilot-basis. 

How  to  do  it  inexpensively. 


Co-chairmen: 


R.  E.  Williams,  V.  P., 
Disogr in  Industries,  Inc., 
N.  Y.  International  Airport 


William  H.  Hoad 
Professor  of 
Small  Business 
University  of  Michigan 
Ann  Arbor,  Michigan 


Recorder: 

William  Giglio 

Executive  Assistant 

National  Business  Publications,  Inc. 

Washington,  D.  C. 


This  workshop  session  concluded  that  a 
great  deal  of  practical  help  can  be  obtained 
from  readily  available  basic  data.  It  recog- 
nized the  importance  of  assistance  from 
Government  agencies,  such  as  the  Depart- 
ment of  Commerce,  and  the  Small  Business 
Administration,  and  from  trade  associa- 
tions, state  agencies,  trade  publications, 
suppliers,  jobbers,  competitors,  and  the 
like. 

Workshop  participants  also  emphasized 
the  importance  of  pursuing  information 
originating  within  the  business  itself. 


It  was  the  consensus  of  the  group,  how- 
ever, that  there  is  great  risk  and  danger 
in  the  small  business  man's  conducting  his 
own  research  without  adequate  internal  or 
external  checks. 

It  was  felt  that  research  can  be  pursued 
with  reduced  risk  when  it  relates  to  existing 
products  and  markets;  and  that  the  element 
of  risk  increases  when  the  small  business 
man  attempts  to  do  his  own  research  in  an 
area  not  familiar  to  him,  such  as  in  a  new 
industry  or  with  a  new  product. 
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WORKSHOP  D-2    How  every  small  merchant  can  be  his  own  researcher.  How 

simple  facts  and  ordinary  observations  can  be  meaningfully 

interpreted  to  help  make  everyday  business  decisions. 


Co-Chairmen: 

Theodore  D.  Ellsworth 

Professor  of  Retailing 

Director  of  Research  and  Publications 

New  York  University  School  of  Retailing 

New  York,  N.  Y. 

Recorder: 

Wendel  O.  Metcalf 

Assistant  Chief 

Managerial  Assistance  Division 

Small  Business  Administration 

Washington,  D.  C. 


Gerald  D.  Grosner 
Retail  Consultant 
Washington,  D.  C. 


We  agreed  that  our  topic  should  have  been 
titled,  "How  a  Small  Merchant  Can  Be  His 
Own  Researcher",  rather  than,  "How  Every 
Merchant  Can  Be  His  Own  Researcher", 
because  there  are  many  small  merchants 
who  either  could  not  or  would  not  do  re- 
search. 

Emphasis  is  placed  particularly  on  the 
need  for  a  small  merchant  to  know  how  to 
recognize  and  define  a  problem.  He  must 
also  have  a  basic  knowledge  and  under- 
standing of  how  and  where'  to  obtain  this 
information. 

Small  merchants  must  be  awakened  to  the 
potential  value  of  research.  Sources  of  re- 
search assistance  can  be  sought  through 
clinics  conducted  by  schools  and  colleges 
with  the  cooperation  of  local  chambers  of 
commerce,  trade  associations,  suppliers, 
competitors    and    other   business    groups  as 


well  as  through  agencies  of  the  state  and 
Federal  Government. 

To  do  his  own  researching,  the  smallmer- 
chant  must  specifically  ( 1 )  make  an  analysis 
to  determine  if  he  has  the  necessary  finan- 
cial and  merchandising  records,  (2)  analyze 
these  records,  (3)  study  his  customers-- 
who  they  are,  where  they  live  and  what  they 
buy,  (4)  study  his  competitors,  and  (5)  ana- 
lyze the  mechanics  of  his  operations. 

The  workshop  deemed  it  desirable  to 
initiate  a  study  on  a  continuing  basis  to 
determine  how  a  small  merchant  may  best 
be  his  own  researcher.  A  proposal  for 
implementing  this  suggestion  is  to  have  it 
done  under  the  auspices  of  trade  associa- 
tions or  State  and  Federal  Government. 

It  was  unanimously  agreed  that  a  future 
Conference  of  this  nature  should  have  more 
time  scheduled  for  workshops. 


WORKSHOP  D-3:  How  Small  Business  Men  Can  "Guesstimate"  the  Future.  How  Do 

You  Determine  The  Best  Sources  of  Information?  How  Do  You  Use  This  Information 

In  Your  Own  Business  For  Forward  Planning?  How  Far  Should  a  Small  Business  Man 

Depend  Upon  His  Own  Judgment,  and  Where  Should  He  Seek  Other  Information? 


Co-Chairmen: 


Wade  G.  McCargo 
McCargo-Baldwin 
Richmond,  Virginia 


Edward  R.  Stevens, 
Executive  Vice  President 
Baldwin-Hill  Company 
Trenton,  New  Jersey 


Recorder: 

Herbert  H.  Rosen 

Washington  Editor 

Hayden  Publications  Corporation 

Washington,  D.  C. 


It  is  the  consensus  of  this  workshop  that 
most  of  the  businessmen  attending  this  con- 
ference know  of  the  existence  of  sources  of 


information.  However,  the  bulk  of  the  ap- 
proximately 4  million  small  business  men 
are   too    small,    too    little    informed,    or   too 
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engulfed  in  their  immediate  problems  to 
care  about  trends,  population  shifts,  or  na- 
tional economy. 

Efforts  should  be  made  to  get  useful  and 
understandable  information  to  them  to  make 
them  more  aware  of  its  existence  and  start 
them  thinking  about  areas  larger  than  the 
confines  of  their  own  business.  The  ultimate 
goal  is  to  bring  closer  all  elements  of  the 
business  structure  - -servicing,  retailing, 
wholesaling  and  manufacturing.  This  should 
be  done  through  the  pertinent  agencies  of 
State  and  Federal  Government,  trade  as- 
sociations, universities  and  the  trade  press. 

Cooperative  participation  of  this  nature 
would  be  a  catalyst.  The  retailer's  cus- 
tomer would  have  his  demands  satisfied 
from  immediate  supply.  The  wholesalers 
would  be  able  to  judge  sales  by  the  same 
standards  and  guides  used  by  his  customers, 
the  retailers.  The  manufacturer,  similarly, 
could  plan  and  devise  programs  and  be 
guided  by  the  shorter-range  "guesstimat- 
ing"  of  his  customers.  He  could  begin 
planning  to  "bend"  the  will  of  these  cus- 
tomers along  the  lines  dictated  by  his  long- 
term  forecasting. 

In  the  final  analysis,  the  future  belongs 
to  those  who  prepare  for  it.  Following  are 
suggested  tools  and  sources  for  better 
"guesstimation"  of  the  future: 

1.  Experience:  Utilization  of  past  rec- 
ords and  comparative  analysis  of  perform- 
ances. 

2.  Community  Information  Services:  Uti- 
lization  of  friendships  gained  through  the 
Chambers  of  Commerce,  banks  and  bankers, 
real  estate  managers,  local  businessmen's 
organizations. 


3.  State  and  National  Sources:  Utiliza- 
tion of  data  from  the  Federal  Reserve  Banks, 
management  associations,  trade  and  tech- 
nical meetings  and  conventions,  self-educa- 
tion, university  research,  and  trade  journals 
and  publications. 

4.  Trade  Associations:  Participation 
with  and  contribution  to  trade  associations. 
Taking  advantage  of  opportunity  to  meet  and 
compare  notes  with  the  competition. 

5.  Credit  Conditions:  A  study  of  present 
conditions  at  local,   state,  and  national  level. 

6.  Determination  to  Make  Own  Way: 
Man's  destiny  is  in  his  own  hands. 

7.  Generate  Intelligence:  If  necessary, 
force  simplified  and  understandable  busi- 
ness information  on  the  small  business  man 
not  attending  this  conference  .  .  .  the  man 
who  should  be  receiving  it  and  would  if  he 
knew  where  to  get  it.  .  .  and  could  under- 
stand it  after  he  received  it. 

8.  Good  Ideas:  There  is  nothing  wrong 
with  borrowing  good  ideas  and  adapting  them 
to  your  particular  business,  regardless  of 
who  has  developed  them. 

It  was  further  agreed  that  the  most  potent 
force  in  the  business  community  geared  to 
help  the  small  business  man  is  the  trade  as - 
sociation.  The  associations  should  embark 
on  educational  programs  more  forceful  and 
aggressive  than  any  they  may  have  now  in 
operation.  They  should  also  use  the  case- 
study  method  to  sell  their  message  to  seek 
out  new  members  and  to  increase  the  par- 
ticipation of  the  old. 

In  great  measure,  in  the  success  of  the 
trade  associations  at  telling  the  story  of 
their  business  lies  the  success,  or  failure, 
of  small  business. 


WORKSHOP  D-4:  How  to  Tap  "Hidden  Mines"  of  Marketing  Information  Outside 
Your  Own  Business.  How  to  Look  for  Outside  Information  Already  in  Existence. 
How  Can  It  Be  Obtained?  How  Can  You  Apply  It  to  a  Small  Business  With  Profit? 

Co-Chairmen: 


Earl  Wise,  Jr.,  President 
Wise  Potato  Chip  Co. 
Berwick,  Pennsylvania 


Paul  Wasserman 

School  of  Business  Administration 

Cornell  University 

Ithaca,  New  York 


Recorder: 

James  Dorsey,  State  Supervisor 

Distributive  Education 

State  Department  of  Education 

Hartford,  Connecticut 


The  group  felt  that: 

1.     There    is    a    need    to    reorganize  along 
functional  lines  the  distribution  information 


developed  by  the  Federal  Government  which 
is  directed  at  small  business.  Material 
suited    for    retailers,    wholesalers,    service 
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trades  and  manufacturers  would  be  listed 
this  way.  Further,  it  was  recommended  that 
information  packets  be  made  available  to  the 
small  business  man  interested  in  consider- 
ing marketing  and  distribution  problems  of 
the  retailer,  wholesaler,  service  trade  or 
manufacturer; 

2.  Regional  meetings,  seminars,  educa- 
tional programs  and  institutes  should  be  ar- 
ranged and  organized  under  the  joint  aus- 
pices of  federal  agencies,  state  agencies, 
local  and  regional  business  groups  and 
trade  associations  to  focus  on  distribution 
problems  of  small  business. 

3.  The  talents,  skills  and  knowledge  of 
retired  business  executives  should  be  more 
widely  employed  to  provide  counsel  to  small 
business  within  states  or  communities; 

4.  A  study  should  be  made  to  determine 
the  patterns  of  distribution  facilities  now 
being  used  by  small  business  men.  This 
would  aid  in  determining  the  value  and 
limitations  of  the  present  facilities  to  the 
small  business  man  in  the  practical  solution 
of  his  distribution  problems; 

5.  A  study  should  be  made  of  the  extent 
to  which  trade  associations  are  currently 
using  and  disseminating  distribution  infor- 
mation. Knowledge  gained  from  this  study 
would    serve    to   point   out  concretely  to  as- 


sociations not  currently  using  the  data  ways 
and  means  of  applying  the  information  to 
the  problems  of  their  members; 

6.  Encouragement  should  be  given  to  the 
development  of  informational  clearing 
houses  and  libraries  at  the  local  level  where 
distribution  information  from  all  sources 
could  be  brought  together  and  placed  con- 
veniently at  the  disposal  of  small  business; 

7.  A  continuing  committee  comprised  of 
small  business  men,  educators,  government 
officials,  trade  association  officers,  trade 
journal  editors,  librarians  and  other  in- 
terested parties  should  be  set  up  to  continue 
actively  to  uncover  new  "mines  of  hidden 
information"  and  discover  better  methods 
for  disseminating  this  information  to  small 
business  men; 

8.  Greater  encouragement  should  be 
given  to  the  dissemination  of  distribution 
information  through  organized  educational 
programs  at  every  level; 

9.  Considering  already  existing  talents 
of  experienced  businessmen  as  a  valuable 
"hidden  mine",  there  should  be  continued 
encouragement  for  such  businessmen  to 
help  as  consultants  to  aid  in  developing  and 
improving  a  good  understanding  of  distribu- 
tion problems  and  resources. 


WORKSHOP  D-5:  How  Can  Small  Business  Men  Use  U.S.  Census  Data?  Where  To 

Find  and  How  to  Use  County  Business  Patterns  and  Other  Breakdowns  of  Census 

Data.  How  to  Secure  Better  Kinds  of  Business  Product  and  Geographic 

Information  from  the  Census. 


Co-Chairmen: 


Vergil  D.  Reed,  Vice  President 
J.  Walter  Thompson  Co. 
New  York,  N.  Y. 


Henry  P.  Taylor,  President 
Taylor  and  Caldwell,  Inc. 
Walkerton,  Virginia 


Recorder: 

John  Albright 

Chief  Wholesale  Trade 

Bureau  of  Census 


The  following  outline  by  Vergil  D.  Reed 
was  agreed  upon: 

1.  No  business  is  too  small  to  use 
census  data.  Using  facts  as  a  basis  for 
management  is  a  frame  of  mind,  not  just  a 
method  of  collecting  data. 

2.  To  know  how  to  use  facts  effectively 
in  solving  its  problems,  management  must 
first  know  what  data  are  available  that  ap- 
ply to  its  problems.  The  list  includes: 

a.  Complete  censuses  of  population 
in  great  detail  every  10  years  in  years  end- 
ing   with    O.     Between    censuses    there   are 


many  types  of  estimates,  special  studies 
and  current  figures  on  people  and  house- 
holds, income  and  migration,  thus  showing 
trends. 

b.  Censuses  of  housing  are  taken  at 
the  same  time  as  the  censuses  of  population. 
There  are  also  current  data  and  estimates 
on  housing  and  households  between  these 
censuses. 

c.  Censuses  of  agriculture  covering 
every  farm  in  the  United  States  taken  every 
five  years  in  years  ending  in  0  and  5.  In 
addition,    there   is  a  vast  amount  of  current 
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data   on   cotton  and  vegetable  oils  regularly 
collected. 

d.  Censuses  of  manufactures  and 
mineral  industries  taken  each  five  years 
covering  the  years  in  3  and  8,  with  annual 
surveys  of  manufactures  based  on  a  20 
per  cent  sample. 

e.  Censuses  of  business  taken  every 
five  years  covering  the  years  ending  in  3 
and  8.  These  are  published  in  great  detail 
by  small  areas  and  include  retail  trade, 
wholesale  trade  and  service  organizations. 
Between  censuses  there  are  various  types 
of  current  reports  on  retail  trade  and  whole- 
sale trade. 

f.  The  Facts  for  Industry  series  of 
current  reports  published  monthly,  quar- 
terly or  semi-annually  and  covering  ap- 
proximately 75  industries. 

g.  Current  and  annual  statistics  on 
exports  by  2000  categories  and  imports  by 
6000  categories  by  country  of  origin  and 
destination. 

h.  Censuses  of  state  and  local  govern- 
ments every  five  years. 

i.  Censuses  of  transportation  every 
five  years. 

j.  Various  indices  such  as  the  Index 
of  Production  going  back  far  more  than  half 
a    century    and     showing    rates     of    growth. 

k.  Monthly  estimates  of  employment, 
unemployment  and  the  labor  force. 

1.  Various  unpublished  data  and  spe- 
cial tabulations  available  upon  inquiry  to  the 
Director  of  the  Census. 

3.  The  tools  and  means  of  finding  what 
is  available  - -when,  where  and  in  what 
form: 

a.  Catalog  of  United  States  Census 
Publications,  issued  quarterly  with  each 
quarterly  issue  cumulative  to  an  annual 
volume. 

b.  The  Distribution  Data  Guide,  pub- 
lished monthly  by  the  Office  of  Distribution 
of  the  Department  of  Commerce.  This  covers 
recent  census  data  available  as  well  as  data 
from  many  other  sources. 

c.  Direct  inquiries  to  the  Bureau  of 
the  Census,  preferably  to  the  chiefs  of  the 
individual  subject  divisions  in  which  you 
are  interested. 

d.  Business  and  general  libraries. 
Many  census  data  are  available  in  approxi- 
mately 8000  "depository  libraries" 
scattered  all  over  the  United  States. 

e.  Trade  papers  covering  the  field  or 
subject  in  which  interested.  They  use  and 
analyze  census  data  not  only  as  a  basis  for 
their  own  guidance  but  as  a  guide  to  their 
readers. 


f.  Trade  associations,  particularly 
those  in  which  you  are  a  member.  Inter- 
preting census  data  and  other  facts  of  value 
to  members  is  usually  a  major  function  of 
a  trade  association. 

g.  Chambers  of  Commerce. 

h.  The  nearest  College  of  Business  of 
a  university  or  college. 

i.  The  nearest  Department  of  Com- 
merce regional  office.  In  many  of  these 
regional  offices  there  is  an  Economic 
Consultant  who  can  tell  you  the  census  data 
available  and  how  to  use  it. 

j.  The  Statistical  Abstract  of  the 
United  States,  issued  annually,  gives  the 
general  statistics  for  many  subjects  and 
the  sources  of  them.  Sources  can  then  be 
tapped  for  more  detailed  figures. 

k.  County  Business  Patterns  -  -1  0  vol- 
umes issued  annually  except  for  years 
covered  by  Censuses  of  Manufactures,  show- 
ing employment  by  detailed  kinds  of  busi- 
ness, by  size  (number  of  employees),  by 
county. 

4.  Who  can  use  these  data  in  solving 
business  problems  and  guiding  plan  and 
policy  building?  Everybody  from  the  small- 
est retailer  who  wants  to  know  how  many 
people  live  in  his  block  and  contiguous 
blocks  to  the  small  manufacturers  of  some 
specialty  sold  in  foreign  markets.  Even  the 
farmer,  the  banker  and  the  real  estate  man 
can  make  good  use  of  census  data. 

5.  What  can  small  businesses  use  census 
data  for?  Here  are  a  few  uses  and  the  list 
could  be  expanded  much  further: 

a.  For  choosing  and  measuring  key 
markets. 

b.  As  a  basis  for  selective  selling;  for 
instance,  special  age  groups,  special  in- 
come groups,  special  occupational  groups, 
groups  by  size  of  city  and  so  on. 

c.  Determining  market  potentialities. 

d.  Detecting  and  measuring  trends  in 
the  market. 

e.  Determining  purchasing  power  by 
territories  or  by  other  characteristics. 

f.  To  locate,  delimit  and  classify 
specialized  markets. 

g.  To  select  cities  or  counties  in  which 
to  make  studies,  surveys  or  to  correctly 
use  test  campaigns. 

h.  To  locate  new  stores,  warehouses, 
factories  and  sales  branches. 

i.  To  choose  and  determine  the  ef- 
fectiveness of  distribution  channels  and 
methods. 

j.     To  set  up  budgets  and  sales  quotas. 

k.  To  build  sales  territories  or  route 
salesmen. 
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1.  To  allocate  advertising  appropria- 
tions and  effort. 

m.  To  pick  counties,  cities  or  other 
territories  in  which  special  sales  campaigns 
would  pay  off  best. 

6.    How  do  you  use  census  data? 

a.  You  use  them  far  more  than  you 
think.  Even  much  of  the  news  you  read 
in  your  newspapers,  your  trade  papers  and 
professional  journals  is  based  on  a  careful 
analysis  of  census  data.  The  editor  of  an 
outstanding  trade  paper  in  the  retail  field 
once  told  me  that  he  did  not  think  he  had 
ever  published  an  issue  that  did  not  have  at 
least  something  in  it  based  on  census  data. 
In  other  words,  both  small  and  large  busi- 
nesses get  much  of  the  value  of  census  data 
in  "sugar-coated"  form,  after  the  hard  work 
of  analyzing  is  done  by  someone  else-- 
trade  papers,  trade  associations,  and  Cham- 
bers of  Commerce. 

b.  There  are  certain  tools  available 
which  are  helpful  in  using  these  data,  such 
as     "The    Key    to   Published   and    Tabulated 


Data  for  Small  Areas"  (censuses  of  popu- 
lation and  housing).  This  key  published  by 
the  Census  Bureau  shows  the  tabulated  and 
published  data  in  table  form  for  every  kind 
of  area  used. 

c.  A  series  of  five  articles  by  Vergil 
D.  Reed  in  Advertising  Agency  Magazine 
from  April  1951  to  August  1951,  inclusive, 
entitled  "How  to  Use  the  Censuses  of  Popu- 
lation, Agriculture  and  Housing." 

d.  If  you  have  difficulty  in  interpreting 
or  using  data  you  can  call  on  your  trade 
papers,  your  trade  associations,  your  Cham- 
ber of  Commerce,  a  Department  of  Com- 
merce regional  office  or  the  Bureau  of  the 
Census  for  help. 

7.  How  do  you  encourage  the  Census  Bu- 
reau to  collect  and  publish  the  kind  of  data 
you  need  in  the  form  you  can  use? 

a.  By  working  through  your  trade  as- 
sociations and  trade  papers. 

b.  By  making  your  needs  known  direct 
to  the  Census  Bureau. 


WORKSHOP  D--6  How  can  professional  consultants  better  serve  small  business 

men?  Universities,  research  institutes,  consulting  organizations,  etc.,  are 

effectively  serving  big  business.  How  can  these  organizations  provide  similar 

services  to  small  business  at  reasonable  cost? 


Co-chairmen: 


Kenneth  L.  Block 
A.  T.  Kearney  &  Co. 
Chicago,  Illinois 


Murdock  T.  Burton,  Jr. 
Treasurer 
Burton-Rogers  Technical 

Training  Aids,  Inc. 
Cincinnati,  Ohio 


Recorder: 

Robert  J.  Bond, 

Marketing  Operations 

Office  of  Distribution 

U.  S.  Department  of  Commerce 


Relatively  few  of  the  4,300,000  small 
business  men  utilize  the  services  of  the 
various  types  of  professional  consultants 
in  the  field  of  distribution  research.  A  major 
problem  is  the  need  to  break-through  the 
"psychological  barrier"  against  the  use  of 
professional  consultants  which  many  small 
business  men  have  owing  to: 

(1)  lack  of  recognition  that  a  problem 
exists; 

(2)  failure  to  realize  that  financial 
benefits  will  accure  through  judicious  use  of 
professional  advice; 

(3)  conviction  on  the  part  of  the  small 
business  man  that  he  is  his  own  best  con- 
sultant; 


(4)  belief  that  consultants  are  not  "prac- 
tical;" 

(5)  feeling  that  his  problems  are  "dif- 
ferent" and  therefore  unsolvable  by  profes - 
sional  consultants. 

The  solution  proposed  was: 

(1)  By  utilizing  trade  associations  to 
educate  small  business  men  through  the 
dissemination  of  information  such  as  case 
histories; 

(2)  By  gaining  the  small  business  man's 
confidence  by  working  with  him  on  civic 
projects;  and 

(3)  By  increasing  distribution  of  case 
history  material  and  informationon  services 
offered  by  professional  consultants  through 
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the   medium   of   the  Small  Business  Admin- 
istration. 

When  the  small  business  man  recognizes 
his  need  for  professional  advice,  he  often 
does  not  know  where  to  go  for  independent 
information  regarding  reputable  profes- 
sional consultants.  This  information  can 
come  from: 

1.  Small  Business  Administration. 

2.  Association  of  Consulting  Management 
Engineers. 

3.  American     Management    Association. 

4.  Trade  Associations. 

5.  Banks,  lawyers  and  other  business 
men. 

A  second  major  problem  is  the  feeling  on 
the  part  of  the  small  business  man  that  the 
use  of  professional  consultants  is  "too  ex- 
pensive". Solutions  suggested  for  minimiz- 
ing the  cost  of  professional  service  to  the 
individual  small  business  men  are  to: 

(1)  Work  with  trade  associations  to  de- 
velop standardized  procedure  for  use  by 
individual  members; 

(2)  conduct  problem  solving  sessions 
sponsored  by  a  group  of  small  business 
men  or  their  representatives; 

(3)  encourage  consultants  to  use  the  most 


economical  methods  in  solving  the  individual 
small  business  man's  problems  by: 

a.  limiting  the  assignments  to  the 
most  critical  problem. 

b.  limiting  time  spent  by  consultant  to 
periodic  visits  to  analyze  problems,  suggest 
solutions,  and  follow  up  on  progress. 

c.  using  client's  personnel  for  gather- 
ing facts  and  implementing  corrective  ac- 
tions. 

(4)  The  individual  small  business  man  dan 
reduce  the  cost  of  employing  the  consultant 
by: 

a.  defining  the  problem,  including  the 
scope  and  objectives  of  the  assignment 

b.  making  pertinent  data  available  to 
avoid  the  necessity  for  digging. 

c.  being  assured  of  the  competence  of 
the  .staff  engineer  and  principle  and  re- 
quest availability  in  case  of  subsequent  as- 
signment. 

d.  telling  staff  and  workers  why  con- 
sultant is  being  hired  and  enlist  their  co- 
operation. 

e.  get  an  estimate  of  cost  and  savings 
in  writing  from  consultant. 

f.  have  frequent  review  sessions  and 
progress  reports  from  consultants. 


Workshop  D-7    How  to  use  your  own  records  for  greater  profit.  What  kinds  of 

statistics  should  you  keep?  How  should  your  records  be  organized?  How 
do  you  compare  figures  to  determine  significant  trends  in  your  own  operations? 


Co-chairmen: 


James  S.  Schramm,  V.  P. , 
J.  S.  Schramm  Co. 
Burlington,  Iowa 


Walter  F.  Crowder 

Editor 

Industrial  Distribution 

McGraw-Hill  Publishing  Co. , 

330  West  42nd  Street 

New  York  36,  N.  Y. 


Inc. 


Recorder: 

Richard  Sanzo 

Dun's  Review  and  Modern  Industry 

New  York,  New  York 


It  was  the  consensus  of  this  workshop 
that  it  is  vital  that  small  businesses  keep 
such  records  of  their  operation  as  will 
enable  them  to  compare  their  progress 
from  period  to  period,  and  to  check  their 
trends  against  levels  achieved  by  others 
who  are  successful  in  their  fields. 

It  was  felt  that  many  small  business  men 
are  remiss  in  maintaining  even  the  most 
elementary  records,  such  as  an  actual  in- 
ventory count  made  annually,  a  monthly 
profit  -and-loss  statement,  simple  systems 
of  merchandise   control  or,  in  some  cases, 


fundamental  statements  of  what  they  own  and 
owe. 

In  order  to  obtain  credit  from  banks  and 
supplier,  to  manage  daily  operations  prop- 
erly, to  project  and  plan  future  goals  and  to 
control  costs,  such  minimum  record  keep- 
ing is  not  only  desirable  from  the  viewpoint 
of  profit  making,  but  may  even  be  essential 
to  survival  in  today's  highly  competitive 
business  world. 

The  extent  to  which  an  individual  small 
business  should  go  beyond  these  bare  minima 
will    vary     according    to    size,    function   and 


253 


complexity        of       the        individual        oper- 
ation. 

It  was  agreed  that  small  business  should 
be  sold  on  the  importance  of  adequate 
standards  of  record  keeping,  but  small 
business  also  requires  assistance  in  the 
techniques  of  record  keeping  and  especially 
in  the  interpretation  and  understanding  of 
the  records  which  it  keeps. 

Recommendation 

It  was  recommended  that  trade  associa- 
tions,    banks,     accountants,     fellow     small 


business  men,  and  suppliers  of  merchandise 
and  services  to  small  business  be  en- 
couraged to  be  more  helpful  in  this  respect 
by  devising  simple  forms,  methods,  and 
bookkeeping  systems  tailored  specifically 
to  the  needs  of  individual  small  businesses. 
It  was  further  recommended  that  each  of 
these  groups  make  a  strong  effort  to  sell 
small  business  on  the  importance  of  keeping 
fundamental  business  records  and  to  assist 
them  to  use  such  records. 


WORKSHOP  D-8:    How  to  Convert  Customer  Complaints  Into  Profits.  How  to  Uncover 

Complaints  in  a  Systematic  Manner;  How  to  Use  Them  to  Improve  Your  Product  or 

Service,  Your  Sales  Program  or  Production  Methods;  How  to  Make  Employees 

Conscious  of  Customer  Comulaints. 


Co- Chairmen: 


Marjorie  Speakman,  President 

Bird-Speakman,  Inc. 
Wilmington,  Delaware 


Hector  Lazo 

Professor  of  Marketing 
Graduate  School  of  Business 

Administration 
New  York  University 


Recorder: 


Edith  W.  Butterworth 
"Petroleum  and  Transporter" 
Washington,  D.  C. 


There  was  general  recognition  in  this 
workshop  of  the  fact  that  the  employee  is 
a  very  important  part  of  good  customer 
relations,  and  that  small  merchants  canhold 
the  number  of  complaints  down  by  handling 
known  brands  rather  than  falling  for  the 
"bargains"  in  off-brands. 

One  principle  for  handling  complaints 
successfully  involves  giving  the  customer 
some  form  of  special  recognition,  such  as 
bringing  a  higher  official  into  the  picture. 
This  would  also  hold  true  if  the  complainant 
is  a  retailer,  in  which  case  you  are  bringing 
in  an  official  of  the  supplier  and  the  manu- 
facturer. 

Another  suggestion  was  that  a  merchant 
or  the  service  organization  should  make 
periodic  surveys  of  customers  to  encourage 
constructive  fault-finding.  One  way  of  doing 
this  would  be  to  offer  a  prize  for  the  most 
constructive  criticism  of  the  month. 

It  was  generally  recognized  that  many 
complaints  center  around  the  small  mer- 
chant's inability  to  meet  the  price  of 
discount     houses.      This      serious     situation 


exists  and  small  merchants  are  faced  with 
the  choice  of  cutting  prices  and  doing  un- 
profitable business,  or  handling  off-brand 
merchandise.  The  situation  is  even  more 
serious  in  areas  which  observe  Fair  Trade 
but  adjoin  non-Fair  Trade  areas. 

The  question,  therefore,  is  twofold: 

a.  What  can  we  do  to  protect  the  small 
merchants,  against  the  ability  of  larger 
competitors  and  discount  houses  to  under- 
sell them?  Some  felt  the  legal  approach 
was  the  best--some  differed. 

b.  What  can  we  do  to  furnish  small 
business  with  a  guide  on  how  to  overcome 
customer  price  objections? 

Many  small  merchants  find  themselves 
at  a  disadvantage  because  of  the  existence 
of  exclusive  franchises.  Competing  mer- 
chants are  unable  to  obtain  the  merchandise 
for  which  a  consumer  demand  has  been 
created. 

It  would  appear  that  in  the  matter  of 
complaints,  small  business  is  no  different 
from  big  business  -  -complaints  are  a  matter 
of    concern    to    the    persons    making   them, 


254 


perhaps  of  even  more  importance  to  the 
business  man  receiving  them.  Complaints 
are  made  when  a  customer  is  dissatisfied 
for  some  reason  or  another.  They  can  be  a 
source  of  new  business  or  of  lost  customers. 
The  consensus  was  that  complaints  in 
small  business  stem  largely  from  two 
main  sources:  price  and  faulty  merchan- 
dise. In  the  latter  case,  most  manufacturers 
of  reputable  merchandise  will  make  good 
on  branded  goods;  as  to  price,  small  busi- 
ness is  handicapped  because: 

a.  Big  business  can  buy  more  cheaply, 
regardless  of  laws  intended  to  protect  them; 

b.  Discount  houses  and  other  price 
cutters  appear  to  be  able  to  sell  at  prices 
which  drive  the  small  merchant  to  the  wall. 

There  is  a  real  need  for  assistance  to 
small  business  in  these  two  specific  fields: 
against  the  price  cutter  on  the  one  hand, 
and  against  the  customer  who  demands  cut 
prices  on  penalty  of  withdrawing  the  busi- 
ness. The  first  might  lie  in  the  realm  of 
Government;  the  second  would  seem  to  call 
for  some  form  of  trade  association  activity 
to  furnish  small  business  with  concrete  aid 
in  meeting  the  price  objections  of  customers. 

We  should  remember  that  complaints 
stem  from  ruffled  feelings;  that  most  people 
are  reasonable,  but  we  occasionally  come 
up  against  unreasonable  customers:  and 
in  small  matters,  the  best  thing  to  do  is 
replace  the  merchandise  or  make  reasonable 
adjustment.  The  longer  the  adjustment  is 
put  off,  the  worse  the  matter  becomes. 

It  would  seem  also  that  trade  associations 
have  a  good  field  for  educating  members 
to  service  complaints.  There  is  always  the 
question  of  how  far  a  manufacturer,  dealer 
or  merchant  can  go  in  making  adjustments 
and  still  stay  in  business.  It  appears  that 
we  can  all  do  some  intelligent  customer 
education  along  these  lines;  especially  if 
it  involves  expensive  items,  equipment, 
etc.  Let  the  buyer  know  what  your  guarantee 
or  warranty  covers,  and  where  the  cus- 
tomer's responsibility  begins. 

On  the  general  subject  of  this  workshop, 
it  was  agreed  to  append  the  following  out- 
line of  Professor  Hector  Lazo. 

Customer  Relations  for  the  Small  Business 
Man 

Handling  of  complaints  is  the  heart  of  the 
relatively  new  art  of  public   relationg. 

1.  Customer  is  NOT  always  right;  but 
he  is  in  the  saddle. 


2.  Anybody  can  smile  when  he  is  being 
praised;  trick  is  to  benefit  from  complaints 
when  we  are  being  criticized. 

What    Do    You   Do  When  Somebody  Finds 
Fault  ? 

You  have  several  choices: 

1.  Deny  it  and  put  complainer  on  de- 
fensive, 

2.  Blame  somebody  else, 

3.  Get  mad,  lose  temper,  and  lose  cus- 
tomer, 

4.  Take    it   out   on    supplier's    salesman, 

5.  Try  to  get  at  real  cause  and  do  some- 
thing  about    it.    Calls    for    straight  thinking. 

6.  Straight  thinking  is  not  the  exclusive 
prerogative  of  Big  Business. 

Customer  Relations  for  the  Small  Business 
Man 

The  rules  for  straight  thinking  are  simple 
and  well-known. 

Find    out    what   the    real    complaint   is, 
Isolate  and  define  the  problem, 
Examine    all    possible    alternatives    to 
solution, 

Choose     the    one     best     suited    for    the 
particular  situation, 

Follow     through     and     make     sure     the 
problem  IS  solved. 

Complaints  are  the  source  of  95  per  cent 
of  all  improvement;  tell  us  what  people  do 
NOT  like,  so  we  can  change  and  improve. 
Not  all  change  is  improvement,  but  you 
cannot  have  improvement  without  change. 
Your  reputation  is  the  most  precious 
possession  you  have;  it  is  literally  price - 
less. 

Some  Things  To  Remember  When  Handling 
Complaints 

It  is  mostly  handling  ruffled  feelings. 

Most  people  are  fairminded,  and  can  be 
persuaded  if  they  believe  you. 

Often  a  problem  of  communications. 

Work  in  field  of  consumer  or  customer 
complaints  never  ceases. 

You  are  not  dealing  with  a  fixed  audience 
but  one  that  constantly  changes. 

If  complaints  increase,  there  is  some- 
thing wrong  somewhere. 

You  can  often  forestall  complaints  by 
conducting  a  ''customer  survey''  of  your 
own  .  .  .  what  do  they  like  about  your  prod- 
ucts, your  store,  your  service? 
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Much  of  the  trouble  stems  from  the  fact 
that  consumers  don't  have  full  and  adequate 
information. 

How  far  can  you  go  in  amicably  settling 
complaints    and  still  stay  solvent  yourself? 

Remember,  a  customer  comes  to  you  to 
solve  a  customer  problem,  and  we  are  all 
interested  in  our  own  problems  first;  cus- 
tomers are  not  cold  statistics  but  warm 
human  flesh  and  blood. 

We  Submit  Ten  Rules  Dealing  With  Com- 
plaints 

1.  Give  prompt  and  considerate  attention 
to  any  question  or  complaint. 

2.  A  manufacturer's  million-dollar  ad- 
vertising campaign  can  be  nullified  at  the 
corner  grocery  store. 

3.  Poorly  handled  correspondence  is  the 
first  step  to  a  lost  customer. 

4.  Remember  that  much  of  our  adver- 
tising is  directed  at  making  people  dis- 
satisfied with  what  they  have;  hence,  there 
will  be  constant  dissatisfaction  which  we 
all  help  to  make  so  we  can  have  new  busi- 
ness. 

5.  The  person  who  complains  really  does 
us  a  favor;  they  could,  without  saying  any- 
thing, transfer  their  business  to  our  com- 
petitor. 

6.  In  a  great  majority  of  cases,  com- 
plaints can  be  easily  and  simply  adjusted 
with  minor  trouble;  but  at  the  time  they  are 
made,  they  loom  big  in  customer's  eyes. 

7.  Once  you  have  had  a  complaint,  do 
a  little  intelligent  follow-up  and  make  sure 
the  customer  who  is  retained  is  also  an 
enthusiastic   "new"  friend. 

8.  Handling  of  complaints  is  a  habit  as 
is  smoking  or  eating;  you  can  do  a  bad 
job,  a  good  job,  a  sensible  job,  or  a  routine 
job.  It  is  up  to  you. 

9.  If  you  mean  to  be  fair  with  the  cus- 
tomer (and  most  of  us  do)  it  means  accept- 


ing his  point  of  view  though  not  necessarily 
his  complaint. 

"I  can  see  how  that  looks  to  you,  and 
understand  it;  but  you  see.  .  .  ."  and  tell 
the  truth! 

10.  Good  Complaint -Handling  Has  Five 
Steps 

a.  Listen  and  ask  questions:  show 
interest;  let  complainer  talk  and  get  it  off 
his  chest. 

b.  Restate  the  circumstances  and  de- 
mands of  customer  to  test  the  ground  for 
agreement  (he  will  retract  often *when  it  is 
restated  to  him). 

c.  Avoid  conflict:   he  is  already  angry. 

d.  Introduce  some  action  promptly. 
Avoid  delays. 

e.  Always  remain  objective,  cordial, 
and  above  all,  sincere;  try  to  find  some 
opportunity  for  thanking  him  or  praising 
him  for  bringing  to  your  attention  what 
you  might  otherwise  not  have  known. 


Some   Things   To   Remember   About   Your 
Customers 

1.  Most  of  us  have  long-standing  habits; 
we  all  hate  to  change. 

2.  People  like  to  buy  from  people;  we 
all  like  to  feel  that  we  know  others,  and 
others  know  us. 

3.  Past  satisfactions  play  a  large  part 
in  the  background  of  the  customer's  con- 
sciousness. 

4.  Most  people  have  sentimental  attach- 
ments to  places,  faces,  and  to  people -- 
"fond  recollections". 

5.  Most  people  take  price  in  their  own 
judgments;  they  want  them  confirmed. 

6.  Most  people  like  courtesy;  it  is 
"preferential  treatment"  and  we  all  feel 
we  deserve  it. 
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WORKSHOP  D-9:   How  to  Take  the  Mystery  Out  of  Market  Surveys.  How  a  Small 

Business  Can  Set  Up  a  Modest  Market  Research  Project,  Such  as  Personal 

Interviews,  Use  of  Mail  Questionnaires,  Traffic  Counts,  Library  Sources,  etc. 


Co- Chairmen: 


Carl  Henrikson,  Jr. 
Vice  President  and 
General  Manager 
Crossley  S-D  Surveys,  Inc. 
New  York,  N.  Y. 


Lee  A.  Potter,  Jr.,  President 
Forman,  Ford  &  Co. 
Minneapolis,  Minn. 


Recorder: 


Wallace  R.  Fingal 
Washington  Correspondent 
"Printers'  Ink" 
Washington,  D.  C. 


The  panel  agreed  that  the  only  mystery 
in  marketing  surveys  comes  from  the  terms 
that  are  used.  There  are  too  many  long  and 
technical  words  and  too  many  references 
to  big  business'  use  of  surveys  for  the 
small  business  man  to  believe  that  he  can 
use  them  too. 

Marketing  research  is,  basically,  an 
objective  examination  of  a  marketing  prob- 
lem and  an  organized  effort  to  solve  it. 
Every  business  man  studies  his  problems, 
and  insofar  as  he  does  so  carefully  and 
objectively  with  an  organized  effort  to 
solve  them,  he  is  doing  marketing  research. 

This  usually  leads  him  to  seek  facts  or 
opinions.  He  may  have  to  talk  with  cus- 
tomers, prospects,  suppliers  or  others  to 
get  them.  If  he  does,  he  is  making  a  survey. 
The  scientific  surveys  differ  only  in  the 
care  and  thoroughness  with  which  this  is 
done.  When  a  laundry  owner  tries  to  find 
out  why  so  many  customers  have  stopped 
their  laundry  service  in  a  recent  period 
and  talks  to  former  customers  to  uncover 
the  reason,  he  is  making  a  survey.  When 
a  wholesaler  asks  his  retail  customers 
whether  they  would  like  him  to  handle 
frozen  desserts,  he  is  making  a  survey.  So, 
too,  is  the  gas  station  owner  who  talks  to 
nearby  residents  on  reasons  for  patronizing 
his  competitors. 

Such  problems  as  these  are  real  to 
small  business.  The  survey  method  can 
help  to  solve  them.  Concrete  marketing 
research  is  useful  to  everyone --and  it  is 
being  done  today  by  many  small  business 
men. 

This  workshop  recommends  that  small 
business  men  be  encouraged  to  use  surveys 
more  commonly.  It  is  necessary,  however, 
to    recognize    that    a    sense    of   mystery    and 


confusion  concerning  surveys  exists  in  the 
minds  of  many  small  business  men.  A 
significant  start  toward  education  in  re- 
search for  small  businessmen  has  been 
made  by  the  Small  Business  Administration 
through  its  publications;  but  more  needs  to 
be  done. 

Specifically,  it  is  recommended  that  the 
Small  Business  Administration  prepare  an 
8-  to  10-page  brochure  on  the  making  of 
surveys,  with  specific  reference  to  small 
business. 

This  brochure  must  cover  the  necessity 
for  defining  the  problems  under  study.  No 
research  or  survey  is  very  good  if  the 
problem  it  is  supposed  to  help  solve  hasn't 
been  very  clearly  set  forth.  It  needs  to 
show  how  one  decides  to  whom  to  talk,  and 
how  to  ask  questions  with  telling  effect.  It 
needs  to  show  that  the  time  and  care  de- 
voted to  a  survey  must  be  planned  in  re- 
lation to  the  importance  of  the  business 
problem.  Finally,  it  needs  to  set  forth 
cautions  in  making  surveys  and  indicate 
the  kinds  of  situations  which  do  not  lend 
themselves  to  do-it-yourself  research. 

The  workshop  recommends,  further,  that 
this  brochure  or  supplement  show  the  range 
of  sources  of  help  available  to  small  busi- 
ness men  in  conducting  surveys,  and  show 
how  easily  accessible  many  of  these  sources 
are. 

Most  important,  the  workshop  wishes  to 
emphasize  again  that  any  small  businessman 
who  is  energetic  and  interested  in  his 
business  can  carry  out  worthwhile  surveys 
and  can  get  help  with  others  that  seem  too 
difficult  to  him.  If  he  will  approach  his 
problems  objectively  and  with  a  determina- 
tion to  solve  them,  he  can  and  should  use 
surveys  himself. 
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WORKSHOP  D-10:    How  Small  Business  Men  Can  Combine  Their  Efforts  To  Conduct 
Special  Research  Projects.  How  a  Group  of  Similar  Businesses  Can  Organize  to  Collect 

and  Exchange  Market  Research  Information 

Co- Chairmen: 


Albert  Wachenheim,  Jr. ,  President 
Imperial  Shoe  Store 
New  Orleans,  La. 


Howard  L.  Stier,  Director 
Statistical  Section 
National  Canners  Association 
Washington,  D.  C. 


Recorder: 

Rees  Stith 

Office  of  Information 

Small  Business  Administration 


The  members  of  this  Workshop  concluded 
that  small  business  owners,  whether  in  the 
manufacturing,  wholesaling,  retailing  or 
service  fields,  can  best  combine  their 
efforts  to  conduct  special  research  projects 
through  the  following  steps: 

1.  By  recognizing  that  they  have  a  com- 
munity of  interest  and  that  each  will  benefit 
through  united  action; 

2.  By  obtaining  leadership  from  within 
their  group; 

3.  By  defining  clearly  the  specific  prob- 
lem or  problems  confronting  them; 

4.  By  investigating  fully  the  existing 
facilities  or  organizations  which  can  assist 
them  with  their  problems;  and 

5.  By  developing  their  own  organization 
for  market  study,  if  this  is  necessary  or 
desirable. 


It  was  the  consensus  of  the  workshop 
that  organizations  which  aid  small  business 
firms  solve  their  distribution  problems 
(such  as  trade  associations,  chambers  of 
commerce,  suppliers,  trade  publications, 
and  state  and  private  universities)  should 
acquaint  a  greater  number  of  small  firms 
with  the  valuable  services  available  to  them. 

In  reporting  the  achievements  of  the 
President's  Conference,  it  was  suggested 
that  the  phrase  "research  and  development" 
should  be  played  down,  as  the  small  business 
man  does  not  fully  understand  it.  Instead,  he 
should  be  advised  to  secure  and  study  avail- 
able facts  and  plan  how  to  use  them. 

The  workshop  members  feel  that  the 
President's  Conference  has  made  construe - 


tive     steps    toward    assisting     small    firms 
with  their  research  problems. 

NOTE:    WORKSHOPS  D-ll  and  T-ll  were  conducted  jointly;  therefore,  see  TD-11,  p.  116. 


WORKSHOP  D-12:    How  to  Develop  Personalized  Service—The  Small  Business  Man's 

Best  Weapon.  How  Can  the  Small  Business  Man  Find  Out  What  Kinds  of  Service  Rank 

High  in  His  Customers'  Minds?  How  Can  the  Small  Business  Man  Establish  an  Individual 

Identity  for  His  Business  ? 


Paul  G.  Reitz,  President 
S.  V.  Corporation 
Dubois,  Pennsylvania 


Co- Chairmen: 


Recorder: 


Jack  Schiff,  Chairman 

of  Marketing, 

Pace  College 

New  York,  New  York 


John  Perry,  Consultant 
Washington,  D.  C. 


Our  group  was  composed  of  a  repre- 
sentation from  many  types  and  sizes  of 
business.  Not  only  was  there  substantial 
variety  in  businesses,  but  also  on  the 
definition  of  our  assigned  topic. 


Many  of  the  individuals  shared  their 
experiences  to  define  what  they  considered 
personalized  service  to  be.  We  learned  how 
a  steady  clientele  has  been  built  in  three 
barber    shops  in  Rockefeller  Center  in  New 
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York  City.  We  learned  how  another  individ- 
ual spends  much  time  in  training  his  per- 
sonnel to  give  personalized  service.  We 
listened  to  a  success  story  where  a  man 
took  over  a  gas  station  selling  10,000 
gallons  per  month  and  built  it  to  a  super 
service  station  pumping  115,000  gallons. 
The  personalized  service  this  man  uses 
ranges  everywhere  from  plowing  all  of  his 
customer's  private  driveways  in  the  winter- 
time to  baby-sitting  when  his  customer's 
wife  wants  to  go  grocery  shopping. 

Another  report  concerned  a  man  who,  in 
a  very  short  span  of  time,  built  a  small  one- 
man  real  estate  business  into  one  which  now 


has  fourteen  full-time  salesmen.  This  was 
done  with  personalized  radio  programs, 
special  red  carpet  treatment  for  customers 
when  they  came  to  the  office,  personal 
birthday  and  anniversary  cards  to  cus- 
tomers, etc. 

The  general  conclusion  the  group  came 
to  was  that  personalized  service  has  no 
limitations.  The  small  business  man  must 
first  recognize  his  need  for  personalized 
service,  be  motivated  by  a  desire  to  do 
things  different  and  unusual.  Finally,  he 
must  have  the  drive  to  put  into  effect  all 
of  his  own  personal  resources,  ideas,  and 
individuality. 


WORKSHOP  D-13:    How  to  Develop  More  Sales  Per  Dollar  of  Payroll.  How  to  Relate 

Every  Job  to  Increasing  Sales  Results.  How  to  Orient  All  Employees  to  the  Fact  That 

Their  Jobs  Contribute  to  and  Depend  Upon  Successful  Marketing. 


Co- Chairmen: 


H.  L.  Baum,  Jr. ,  Presideht 
Noreen,  Inc. 
Denver,  Colorado 


Recorder: 


John  A.  Beaumont,  Director 
Distributive  Education 
Office  of  Education 
Washington,  D.  C. 


James  H.  Ferguson 
Managing  Editor 
Qualified  Contractor 
Washington,  D.  C. 


This  Workshop  set  out  to  solve  problems 
rather  than  to  define  a  problem  area. 

The  specific  objective  was  to  establish 
management  procedures  through  which  an 
enterprise  can  increase  sales--or  the 
profitability  of  sales --without  increasing 
payroll  costs. 

Discussion  was  held  within  the  frame- 
work of  the  following  definitions: 

Management  is  getting  things  done 
through  other  people 

Payroll  is  the  total  personnel  costs 
of  an  enterprise;  it  is  not  restricted  to 
payroll  costs  of  sales  personnel 

These  topics  were  discussed: 

How    To   Relate   Every  Job  To  Increasing 
Sales  Results 

Motivation  and  participation  are  the  most 
important  parts  of  organization.  Organiza- 
tion provides  the  loom  on  which  motivation 
and  participation  are  interwoven  as  the 
function   in    relating    each   job  to  increasing 


sales  results.  This  could  be  called  the 
creation  of  a  climate  of  sales -mindedness 
or  sales -orientation.  This  climate  must 
begin  with  the  boss  and  spread  through  the 
entire  organization. 

How  To  Train  Personnel  To  Be  Sales 
Minded. 

Training  must  have  the  active  and  willing 
partipation  of  the  trainee.  Management 
must  have  the  reasons  for  any  training 
defined  in  its  own  mind  and  must  communi- 
cate these  reasons  to  the  trainee. 

How  To  Communicate  Data  On  Sales  Prob- 
lems 

Communications  were  considered  the 
most  difficult,  yet  among  the  most  impor- 
tant factors  in  developing  more  sales  per 
dollar  of  payroll.  The  most  effective  means 
of  communicating  was  believed  to  be  person- 
to-person- -sitting  face-to-face  and  talking 
with  the  employee. 
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How   Can    Personnel 
Sales  Minded 


Be  Motivated  To  Be 


The  first  step  is  for  management  to 
express  the  values  which  guide  the  destiny 
of  the  business.  Management,  in  its  contact 
with  personnel,  must  strive  to  understand 
the  forces  which  motivate  the  individual 
and  wherein  they  coincide  or  conflict  with 
the  expressed  values  of  management. 

How  Can  Market  Potential  and  Other  Rele- 
vant Data  Be  Secured  and  Interpreted  To 
Personnel  As  a  Factor  in  Developing  a 
Sales  Minded  Attitude 

Secure   market   data    within   the    scope   of 


the  enterprise,  and  translate  it  into  per- 
formance data  for  individuals,  departments 
and  the  enterprise  as  a  whole.  Use  meet- 
ings, publications,  bulletin  boards  and 
other  devices  suitable  to  communicate  this 
information. 

How  Can  The  Enterprise  Be  Interpreted  To 
Its  Community  (Potential  Customers)  As 
Being  Customer -Minded 

Plan  to  make  the  enterprise  reflect  an 
awareness  of  its  social  and  economic  re- 
sponsibility. Encourage  the  development  of 
an  attitude  of  customer  importance  in  all 
phases  of  operation. 


WORKSHOP  D-14:    Evaluating  the  New  Product  or  Service.  How  to  Judge  the  Necessity 
for  Change  in  Product  Design,  Finish,  Color,  Packaging,  or  Service.  How  to  Uncover 

the  Several  Factors  to  Be  Considered  Before  Change  -  i.e.  ,  Timing,  Competition, 
Need  for  Increased  Volume,  etc.  How  to  Determine  the  Value  of  Diversification.  How 

to  Expand  Existing  Business  Soundly. 

Co-Chairmen: 


Peter  Hilton,  President 
Hilton  and  Riggio,  Inc. 
New  York,  N.  Y. 


R.  M.  Clewett,  Chairman 
Department  of  Marketing 
Northwestern  University 
Evanston,  Illinois 


Recorder: 


Lilia  Easson 

Marketing  Operations 

Office  of  Distribution 

U.  S.  Department  of  Commerce 


The  following  is  a  summary  of  the  ob- 
servations and  recommendations  of  those 
participating     in     this     workshop     session: 

1.  That  the  small  business  man  look 
first  for  ideas  that  will  contribute  to  the 
improvement  of  existing  products  or  serv- 
ices before  undertaking  a  search  for  new 
products  or  new  product  ideas. 

2.  The  small  business  man  must  be 
told  of  the  sources  presently  existing  and 
available  for  him  for  new  product  de- 
velopment--this  might  take  the  form  of 
more  detailed  and  explicit  literature  de- 
scribing the  resources  available. 

3.  It  was  pointed  out  that  most 
small  business  men  do  not  have  to 
look  beyond  their  own  staff  and  field  organi- 
zations for  a  constant  flow  of  new  product 
ideas . 


4.  It  was  strongly  recommended  that 
the  small  business  man  very  carefully 
evaluate  any  new  product  in  terms  of  the 
resources  that  he  and  his  firm  have  which 
give  him  a  natural  advantage.  Also,  that 
he  weigh  carefully  the  following  factors: 
the  quality  of  the  personnel  involved  in 
the  new  product  launching;  the  problems 
of  distribution;  the  pricing,  allowing  a 
full  margin;  and  the  short-  and  long- 
range  profit  potential. 

5.  It  was  proposed  that  we  point  out 
that  big  business  is  a  virtually  unex- 
ploited  source  of  new  industrial  products 
and  new  product  components  that  small 
business  can  benefit  from. 

6.  It  was  the  consensus  of  the  group 
that  there  exists  today  no  shortage  of  new 
products,     or    new    product    ideas,    or   tech- 
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nical  development  know-how.  However,  it 
is  felt  that  the  bottleneck  in  the  success- 
ful launching  of  new  products  is  in  the 
area  of  marketing. 

7.  It  was  recommended  that  a  small 
business  man  consider  some  type  of  test 
marketing  before  committing  himself  to 
the  major  expenses  incident  to  manufacture 
and     production.     It     was      suggested     that, 


if  possible,  he  make  a  pilot  model  or 
prototype  to  show  prospective  buyers,  fix 
his  costs,  and  get  firm  orders  in  advance 
of  production. 

8.  It  was  recommended  that  any  new 
product  should  be  viewed  from  an  over- 
all standpoint- -the  manufacturer  should 
consider  it  in  terms  of  what  he  requires 
to    manufacture,    distribute   and   finance    it. 


WORKSHOP  D-15:    How  to  Develop  and  Present  Marketing  Facts  to  Raise  Capital.  What 

Marketing  Information  About  Your  Business  Must  be  Researched,  Analyzed,  and  How 

Presented  to  Secure  Additional  Funds  for  Market  Expansion.  What  Sources  of 

Marketing  Information  Are  Considered  Acceptable  by  Various  Sources  of  Capital. 


Co-Chairmen: 


Lynn  Bollinger,  President 
Helio  Aircraft  Corporation 
New  York,  N.  Y. 


R.  M.  Oddie,  Vice  President 

Bank  of  America 

San  Francisco,  California 


Recorder: 


William  P.  Tidwell 
Washington  Representative 
Associated  Business  Publications 
Washington,  D.  C. 


Workshop  D-15  considered  the  assigned 
subject  from  the  standpoints  of: 

1.  Debt  capital;  and 

2.  Equity  capital. 

As  to  debt  capital,  the  Workshop  agreed 
that  the  orderly  presentation  of  marketing 
facts  by  creditworthy  small  business  ap- 
pears to  result  in  an  adequate  availability 
of  short-term  capital. 

As  to  the  more  important  subject  of 
equity  capital,  the  Workshop  placed  primary 
emphasis  on  the  removal  of  Government- 
imposed  roadblocks  that  presently  prevent 
small  business  from  obtaining  adequate 
access  to  additional  equity  capital  through 
the  sale  of  securities  and  the  retention  of 
earnings. 

Workshop  views  are  expressed  in  the 
following  resolutions: 

1.  That  a  panel  of  investment  bankers 
and  businessmen  be  appointed  by  the  Ad- 
ministrator of  the  Small  Business  Ad- 
ministration     to      determine     whether     the 


Securities  and  Exchange  Commission  is 
placing  excessive  restraint  on  long-term 
financing  by  small  business  and  is  ex- 
ceeding the  intent  of  Congress.  This  study 
should  consider  such  matters  as  the  pro- 
hibition of  the  use  of  appropriate  market- 
ing information; 

2.  That  the  Small  Business  Administra- 
tion change  its  emphasis  from  short-  and 
medium -term  loans  and  work  with  and 
supplement  the  activities  of  investment 
bankers  in  the  field  of  long-term  capital 
formation; 

3.  For  the  purpose  of  expanding  produc- 
tivity, it  is  recommended  that  Congress 
be  asked  to  consider  changes  in  the  Internal 
Revenue  Act  to  enable  small  business  to 
defer  a  reasonable  proportion  of  due  in- 
come taxes  and  use  such  funds  as  a  long- 
term  interest-bearing  loan. 

Appended  hereto  are  outlines  presented 
to     this      Workshop     by    the     Co-Chairmen. 
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APPENDIX  1  TO  WORKSHOP  D-15  SUMMARY 

R.  M.  Oddie,  Vice  President 

Bank  of  America 

San  Francisco,  California 

The  Banker's  Appraisal  of  a  Business  Loan 


1.  Equity  capital--a  permanent  invest- 
ment by  owners,  some  of  whom  prefer  to 
retain  their  ownership  undiluted 

2.  Debt  capital --a  temporary  loan  that 
must  be  repaid 

3.  Banker  analyzes  relationships  be- 
tween   owner's     equity   and   his    borrowings 

This  is  expressed  in  a  net-worth-to- 
debt-ratio. 

4.  Balance  sheet  indicates  solvency 

5.  Profit  and  loss  statement  shows  prof- 
itability or  lack  of  it 

6.  Banker  appraises  a  loan  application 
on  basis  of: 

a.  The  use  to  which  funds  will  be  put; 

b.  The    amount,    term   and    source   of 
repayment;  and 

c.  Applicant's     past     record     of    co- 
operation with  credit  grantors. 

7.  The  banker  weighs  applicant  on  basis 
of: 

a.  Character 

b.  Capacility 

c.  Capital 

8.  The  banker  evaluates  the  company 
by  examining  its: 

a.  History 

b.  Management 
(1)  General 


(2)  Production     or    merchandising 

(3)  Marketing  or  promotion 

(4)  Personnel 

(5)  Finance 

c .  Objectives ,  philosophy  and  methods 

d.  Planning 

e.  Accounting     records    and   controls 

f.  Use   of   forecasts,   projections  and 
budgets 

9.     The  banker  finally  considers: 
a.     The  complete  application 
The  timing  of  the  proposal 
Locational  factors 
Economic  conditions 
Company  market  position 

a    loan    appears    good  from 
and     managerial    standpoint 


b. 
c. 
d. 
e. 

10.    Only    if 
the     financial 


will  the  banker  generally  consider  market 
facts  as  highly  relevant.  If  he  does,  these 
are  the  questions  he  will  ask:** 

a.  What  is  the  market? 

b.  Where  is  the  market? 

c.  Who  is  the  market? 

d.  When  does  the  market  exist? 

e.  Why  does  the  market  exist? 

f.  How  is  the  market  reached? 


**  Courtesy  of  Douglas  Williams 


APPENDIX  2  TO  WORKSHOP  D-15  SUMMARY 

Lynn  Bollinger,  President 

Helio  Aircraft  Company 

New  York,  N.  Y. 

Development  and  Presentation  of  Marketing  Data 
To  Assist  in  Raising  of  Long-Term  Capital 


The  following  outline  is  intended  only 
to  suggest  an  over -all  approach  that  should 
be  kept  in  mind  as  market  analytical  work 
is  planned  and  summarized. 

1.  Determine  and  demonstrate  the  vol- 
ume and  profit  trends  in  your  industry, 
a.  Assemble  those  figures  prepared 
by  your  trade  association  and  governmental 
agencies  to  show  the  changes  in  employ- 
ment, dollar  sales,  and  profits  year -by -year 
over  the  past  7  to   12  years; 


b.  Summarize  available  statistics 
showing  the  number  of  profitable  firms 
in  your  industry,  the  profit  ratios,  and 
the  record  of  business  failures; 

c.  Show  how  the  volume  of  present 
sales  and  earnings  are  distributed  between 
the  various  sizes  and  types  of  companies 
in  your  industry; 

d.  List  those  new  technical  develop- 
ments, business  methods,  growth  factors 
and   other  elements  that  lead  you  to  believe 
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that  your  basic  industry  and  type  of  com- 
pany affords  a  profitable  opportunity  for 
the  employment  of  new  capital. 

2.  Evaluate  the  competitive  elements 
of  your  specific  market. 

a.  Who  are  your  principal  compet- 
itors ? 

b.  What  are  the  sales  trends  and 
profit  records  of  your  principal  com- 
petitors ? 

c.  What  specific  advantages  does  your 
company   hold   vis-a-vis  your  competition? 

d.  What  per  cent  of  the  market  in 
your  trade  area  do  you  now  hold;  what 
per  cent  do  you  seek;  what  per  cent  do 
your  strongest  competitors  now  hold? 

3.  Correlate  your  past  and  projected 
sales  figures  with  those  of  your  com- 
petitors, and  your  industry  in  total. 

a.  Array  your  past  7  to  12  years 
sales     and     net     profits     compared    to    the 


best     available      statistics     for     your     com- 
petitors. 

b.  Array  your  projected  sales  and 
earnings  and  contrast  to  the  best  available 
data  relating  to  the  growth  of  your  basic 
markets. 

c.  Translate  your  per  cent  of  in- 
come on  sales  into  per  cent  of  income 
on  your  past,  present  and  proposed  capital 
structure,  year  by  year. 

4.    Market  research  data 

The  techniques  of  market  research, 
sources  of  data,  methods  of  presentation 
and  available  competitive  figures  vary  so 
widely  for  different  industries  that  no 
uniform  check-list  is  practicable.  Suffice 
it  to  say  here  that  professional  market 
research  assistance  is  widely  available 
and  can  be  located  with  the  help  of  your 
local  Small  Business  Administration  of- 
fice. 


WORKSHOP  D-16:    How  Sales  People  Can  Be  Good  Sources  of  Market  Information.  How 

Small  Businesses  Can  Acquire  "Research  Staffs"  Through  the  Use  of  Their  Own  Sales 

Personnel.  How  To  Plan  and  Develop  Methods  For  The  Collection  of  An  Objective  Body 

of  Information  For  Use  In  Long  and  Short  Range  Sales  Planning. 


Co-chairmen: 


H.  D.  Anderson,  President 
Rish  Equipment  Co. 
Bluefield,  W.  Va. 


Recorder: 


Stanley  E.  Cohen 
Washington  Editor 
Advertising  Age 
Washington,  D.  C. 


George  Feeley,  President 
Trinity  Equipment  Co. 
Roselle  Park,  N.  J. 


Sales  people  can  be  used  as  valuable 
sources  of  market  research  information. 
The  extent  to  which  this  can  be  accom- 
plished and  the  techniques  involved  vary 
widely  according  to  the  characteristics 
of  the  product  and  of  the  market.  To 
successfully  utilize  the  sales  force 
for  these  purposes  it  is  necessary 
to: 

1.  Determine  the  kinds  of  information 
required; 


2.  Provide  adequate  training  of  the  sales 
person  to  do  the  job; 

3.  Listen  attentively  to  the  results  ob- 
tained; 

4.  Recognize  and  reward  the  individual 
salesman  for  the  job  performed. 

Caution  should  be  exercised  not  to  over- 
burden the  salesman;  nor  should  the  use  of 
salesmen  for  marketing  studies  be  regarded 
as  a  completely  satisfactory  substitute  for 
objective     professional     market     research. 
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SPECIAL  SURVEY,  STATEMENTS 

AND 

RESOLUTIONS 


A  SPECIAL  SURVEY  CONDUCTED  BY  THE  FLORIDA  POWER  AND  LIGHT  COMPANY 


D.  P.  Caldwell 

Director  of  Industrial  Development 

Florida  Power  &  Light  Company 

Miami,  Florida 


Believing  with  President  Eisenhower  that 
small  business  is  the  "heart  of  the  Ameri- 
can economy,"  Florida  Power  and  Light 
Company  moved  into  participation  in  the 
President's  Conference  for  the  Benefit  of 
Small  Business  with  the  idea  that  the  best 
way  to  determine  what  the  entrepreneur  has, 
how  he  uses  it  and  what  he  needs  is  to  ask 
him. 

Behind  FPL's  participation  was  the  feel- 
ing that,  as  Secretary  Weeks  told  the  con- 
ference, "the  American  business  system 
is  a  common-wealth  of  enterprises  of  all 
sizes,  each  contributing  to  the  common 
good";  that  to  help  one  segment  of  the 
economy  is  to  help  all. 

But  the  decision  was  more  than  mere 
altruism.  FPL  could  profit,  too,  by  abetter 
understanding  of  the  problems  of  small 
business  and  by  demonstrating  to  the  small 
businessman  its  interest  in  his  welfare. 

The  utility,  invited  to  take  part  in  the 
conference,  felt  it  was  in  a  unique  position 
to  add  something  of  value  to  the  conference 
study- -not  only  by  providing  case  histories 
to  examine,  but  also  by  furnishing  an  ex- 
ample of  how  the  same  thing  could  be 
carried  out  elsewhere  among  the  grass 
roots. 

But  the  plan  presented  a  problem:  How 
to  cover  a  27-county  area  containing  nearly 
40  per  cent  of  the  state's  population,  how  to 
get  a  cross  section  of  opinion  from  rural 
North  Florida,  the  progressive  East  Coast, 
part  of  the  Gulf  Coast  and  all  South  Florida, 
and  a  cross  section  as  well  of  business 
types? 

The  answer  was  the  use  of  FPL's  own 
far-flung  staff. 


To  each  of  more  than  40  district  managers 
and  commercial  supervisors,  went  a  re- 
quest for  help.  More  than  60  executives  and 
staff  members  in  the  Miami  headquarters 
area  also  were  called  upon. 

Each  was  given  a  set  of  questionnaires-- 
400  in  all- -with  the  request  that  he  inter- 
view five  small  retailers  and  two  or  three 
manufacturers.  Each  survey  member  was 
given  a  list  of  suggested  types  of  business, 
and  a  "data  sheet"  indoctrinating  him  with 
the  broad  purposes  of  the  survey- -that  it 
was  designed  to  "bring  research  into  focus 
with  the  needs  of  small  business." 

The  results  were  good.  With  only  10  days 
in  which  to  do  the  work,  staff  members  got 
116  surveys  completed.  They  covered  12 
counties  which  contain  81  per  cent  of  the 
total  sample  area--a  territory  which  in- 
cludes 66,000  commercial  firms  and  8,000 
industrial  concerns  in  a  population  mass  of 
1,630,000  persons. 

It  was  a  wide  cross  section  in  business 
categories,  too.  The  116  firms  interviewed 
employ  2,470  persons.  They  included  64 
retail  establishments,  24  service  com- 
panies, 16  manufacturers,  eight  wholesale 
firms  and  four  other  types. 

And  a  surprising  factor  in  the  survey  was 
the  very  favorable  reception  the  FPL  staff 
members  met.  It  was  one  of  cooperation 
and  interest  throughout- -on  the  part  of  both 
the  small  businessmen  AND  the  FPL  inter- 
viewers. 

For  this  type  of  survey,  the  prime  need 
was  to  keep  the  questions  few,  simple  and 
to  the  point.  Some  of  the  results  were 
surprising. 
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Almost  53  per  cent  of  the  small  business- 
men, for  instance,  listed  as  "very  impor- 
tant" the  use  of  market  research- -yet fully 
81  per  cent  answered  "No"  when  asked  if 
they  use  government  information  in  their 
selling  and  advertising  operations. 

And  62  per  cent  failed  to  suggest  any  kind 
of  marketing  information  which  they  do  not 
now  get  but  would  like. 

Let's  look  at  the  five  key  questions,  one 
by  one. 

HOW  IMPORTANT  is  marketing  re- 
search? Besides  the  52.6  per  cent  who 
judged  it  "very  important",  there  were 
27.5  per  cent  who  said  it  is  "fairly  im- 
portant" and  13.7  percent  who  felt  it  un- 
important in  varying  degrees. 

WHAT  KINDS  of  marketing  information 
are  now  used?  Trade  associations  were 
leaned  upon  most  heavily,  with  43.1  per 
cent  reporting  use  of  such  aid.  Government 
information  drew  only  7.7  per  cent;  national 
magazines,  13.7  per  cent;  such  aids  as  the 
Kiplinger  Letter,  various  buying  services 
and  university  departments,  a  total  of  7.7 
per  cent--and  no  information  at  all,  20.6 
per  cent. 

WHAT  KINDS  of  market  research  infor- 
mation are  needed  but  not  available  ?  Of 
the  38  per  cent  who  answered,  most  wanted 
some  information  so  specifically  tailored 
to  a  locale  or  a  particular  business  that  no 
general  pattern  could  be  drawn. 

ARE  ANY  of  the  following  sources  of 
marketing  research  information  now  used 
in  advertising  and/or  selling?  Government, 
10.4  per  cent;  trade  association  member- 
ship, 64.6  per  cent;  universities,  22.4  per 
cent;  big  business,  37.1  per  cent;  chambers 
of  commerce,  43.1  per  cent;  trade  publica- 
tions, 62.1  per  cent,  and  newspapers,  50 
per  cent. 

IDEAS  AND  SUGGESTIONS  felt  to  be  im- 
portant for  the  benefit  of  small  business? 
Those  who  volunteered  leaned  heavily  toward 


complaints  about  corporate  taxes,  a  subject 
which  President  Eisenhower  later  told  the 
conference  "will  not  be  forgotten  but  is  not 
part  of  your  agenda." 

Indeed,  the  relatively  small  number  of 
constructive  ideas  expressed  during  the 
interviews  seems  to  indicate  there  may  be 
a  something  missing  in  the  common  under- 
standing of  research  as  a  marketing  tool. 
Small  businessmen  interviewed  seem  to  be 
anxious  to  use  modern  methods  of  research, 
but  do  not  know  how  to  go  about  it. 

But  there  were  some  stimulating  thoughts: 

"The  lack  of  capital  for  carrying  suffi- 
cient stock  of  lumber  while  it  is  curing 
forces  us  to  sell  at  unprofitable  prices," 
said  a  poultry  crate  maker. 

"More  small  businesses  fail  due  to  lack 
of  capital  than  any  other  reason,"  said  a 
department  store  owner.  "The  problem 
seems  to  be  'no  security'." 

"Get  the  banks  to  make  small  loans  to 
stores  and  small  manufacturers,"  said  a 
motel  operator.  "They  won't  make  a  loan 
unless  you  have  listed  stocks." 

"Keep  small  business  from  becoming  so 
involved  it  is  impossible  for  the  business- 
man who  cannot  afford  tax  and  legal  ex- 
perts to  keep  honest  and  legal,"  said  a 
plastic  fabricator. 

"Make  it  possible  to  export  products  with 
less  red  tape  and  paper  work,"  said  aknit- 
ting  mill  owner,  "and  help  us  sell  the  idea 
to  foreign  countries  that  synthetic  products 
aren't  a  luxury." 

"Merchants  need  help  in  methods  of  busi- 
ness promotion,  personnel  training,  buying 
and  inventory  controls,  advertising  and  dis- 
play and  how  to  keep  track  of  costs,"  said 
a  women's  shop  owner. 

Those  were  some  of  the  voices  from  the 
grass  roots.  Many  others  spoke  in  similar 
tones --and  all  seemed  to  have  a  place  at 
the  President's  small  business  conference 
table. 


RECOMMENDATIONS  FOR  AN  ACTION  PROGRAM  TO  CONTINUE  RESULTS 
DEVELOPED  AT  THE  PRESIDENT'S  CONFERENCE 


William  B.  Logan 

William  B.  Logan  Associates 

San  Francisco,  California 


The  interchange  of  ideas  developed  at  this 
President's  Conference  has  conclusively 
proven  that  positive  action  is  being  taken  to 
assist  the  small  business  man  with  his 
problems. 


The  findings  cannot  merely  stop  as  recom- 
mendations, but  should  have  a  program 
stemming  from  the  national  level,  infil- 
trated through  regional  and  local  areas. 
The  findings,  to  a  great  extent,  parallel  the 
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report     produced     by    the    Committee    For 
Economic  Development,  meeting  the  special 
problems     of    small    business    published    in 
June,    1947.    One    of  their  principal  recom- 
mendations is  stated  on  page  26  as  follows: 
"Organized   effort    is    needed    in   every 
community    to   mobilize    business,    ed- 
ucational and  professional  resources  to 
improve  general  levels  of  business  and 
promote    high    employment ....  In   any 
such  effort,  organizations  of  many  types 
can    and    should    participate,    but    it   is 
highly  important  that  in  each  community 
some    one  organization  take  the  lead  in 
getting  started." 
I   believe  a  voluntary  organization  should 
be  established  on  a  local  and  national  level. 
Individuals   in   local   areas    would   be  nomi- 
nated  for    membership  and  would  comprise 
persons     familiar     with,     or    dealing    with, 
Chambers     of    Commerce,    trade     associa- 
tions, local  universities  and  colleges,  and  the 
general  business  public.  The  National  Com- 
mittee would  also  serve  on  a  voluntary  basis, 
however,  as  at  present,  tied  in  to  the  Presi- 
dent's Cabinet  Committee  on  Small  Business. 
I   feel   that   more    would   be  accomplished 
by  not  having  government  officials  in  charge 
of  the    local   and   national   committees.  The 
local     committees    throughout    the     country 
would    attempt    to   work   with    Chambers    of 
Commerce,  trade  associations,  educational 
institutions     and     big    business    in    holding 
meetings    and  disseminating  information  as 
developed    from    this     President's    Confer- 
ence. The  intent  would  be  to  work  with  these 
groups     in     developing      similar    programs 
which    have     proven    successful    in   certain 
parts  of  the  country. 

I  sincerely  feel  this  can  be  accomplished 
since,  over  the  past  few  years,  my  associ- 
ates and  myself  have  endeavored  to  carry 
out  the  recommendations  as  set  forth  above 
in  the  Report  of  the  Committee  of  Economic 
Development.  The  recommendations  of  this 
Conference  cannot  just  sit,  but  must  be 
carried  out  in  an  action  program  right  down 
to  every  local  area  in  this  country. 

STATEMENT 

,  Dr.  Johan  Bjorksten,  President 
Bjorksten  Research  Laboratories 
Madison,  Wisconsin 
A  small  business  man  who  has  to  control 
his    funds    closely    comes  to  a  research  or- 
ganization   with    a    research   problem   and 
asks: 


"How  long  is  it  going  to  take  ?"  and,  more 
important,   ''How  much  is  it  going  to  cost  ?  " 

These,  obviously,  are  the  two  natural 
questions  that  he  will  ask.  The  only  honest 
answer  we  can  give  to  those  questions  is, 
"We  don't  know".  No,  we  don't  know  what 
it  will  cost.  By  the  very  nature  of  research 
(which  is  travelling  along  an  unknown  road), 
it  is  impossible  to  make  an  honest,  ac- 
curate estimate. 

If,  in  spite  of  this  uncertainty,  the  small 
business  man  places  a  research  program, 
he  will  be  so  closely  wrapped  up  in  it  and 
follow  it  so  intensely,  (since  it  represents 
his  only  research  venture),  that  he  will  take 
inordinate  proportion  of  the  time  allotted  to 
him  for  inquiries,  conferences,  phone  calls, 
etc.  etc..  He  will,  therefore,  be  an  ex- 
pensive client. 

The  point  which  has  been  missed  in  these 
discussions  to  date  is  that  research  is 
essentially  of  the  same  nature  as  life  in- 
surance. 

The  insurance  company  knows  that  so 
many  people  are  going  to  die  in  any  one 
year,  but  they  don't  know  who  and  when. 
The  large  industrial  organization  knows 
that  out  of  a  large  number  of  research 
projects  a  certain  percentage  will  be  suc- 
cessful each  year,  but  it  doesn't  know  which 
and  when.  It  is  a  statistical  proposition. 

For  a  small  company  to  bet  on  one  re- 
search problem  would  be  the  same  as  for 
an  insurance  company  to  bet  all  of  its 
assets  under  life  duration  of  one  single 
person.  The  real  difficulty  of  small  business 
is  that  the  number  of  research  projects  is 
so  low  that  statistics  won't  apply.  There- 
fore, any  research  venture  will  be  a  gamble 
out  of  proportion  to  the  funds  they  have. 

The  only  way  to  overcome  this  is  to  start 
a  federal  small  business  research  in- 
surance corporation  by  which  the  projects 
of  many  small  businesses  meeting  certain 
criteria  and  done  at  qualified  institutions 
could  be  pooled.  The  statistical  probability 
for  a  pay-off  could  be  established. 

No  doubt,  the  amount  of  small  business 
participation  in  research  would  be  greatly 
increased  if  a  mechanism  were  set  up  which 
would  reimburse  small  business  to  the 
extent  of,  say,  two-thirds  for  money  they 
have  invested  in  losing  projects,  and,  in 
return,  the  small  business  would  pay  into 
this  fund,  say  one -third  of  the  profits  of  any 
project  that  comes  out  as  a  winner.  The  per- 
centages could  be  adjusted  or  set  up  on  the 
basis  of  statistics  as  these  accumulate  and 
as  experience  is  gained. 
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To  start  such  a  small  business  research 
insurance  corporation  would  strike  at  fun- 
damentals. 

I  want  to  make  clear  that  I  am  not  ad- 
vocating that  a  small  business  research 
insurance  authority  be  set  up.  This  would 
have  controversial  aspects  outside  of  the 
area  we  now  discuss. 

I  merely  state  the  fact  that  the  only  way 
to  make  it  possible  for  individual,  small 
businesses  to  engage  in  research,  in  a 
serious  way,  is  to  provide  insurance  to  dis- 
tribute the  risk. 

STATEMENT 

Marion  N.  Lizee, 

Guilmette  -  Lizee  -  Guilmette,  Inc. 

New  York,  New  York 

To  this  observer,  one  major  problem  that 
has  emerged  from  this  Conference  is  the 
fact  that  small  business  has  so  many  di- 
versified problems --the  diversity  and  scope 
limited  only  by  the  number  of  businesses. 

On  the  other  side,  the  small  entrepeneur 
is  bombarded  by  voluminous  and  detailed 
surveys,  analyses,  reports,  pamphlets,  etc. 
There  appears  to  be  little,  if  any  liaison 
between  small  business  and  the  sources  of 
information. 

Small  business  may  now  be  where  in- 
formation for  solution  of  its  problems  is 
available,  but  how  many  small  business 
men  have  the  ability  or  experience  to 
evaluate  properly  the  information  at  their 
command  ? 

A  possible  solution  has  developed  at  this 
Conference.  Development  and  support  of 
dynamic,  progressive  trade  associations-- 
one  such  as  the  National  Hardware  Asso- 
ciation, whose  services  were  described  by 
Melvin  Kraemer  of  Marysville,  Kansas.  To 
be  of  value,  it  is  necessary  for  any  research 
findings  to  be  specifically  applied  to  in- 
dividual problems.  Such  service  can  be 
continually  available  through  a  well -staffed, 
highly  qualified  trade  association. 

There  would  also  be  the  psychological 
advantage  to  the  small  business  man  who 
would  feel  he  is  getting  something  that  he 
has  paid  for- -not  through  his  taxes --from 
an  organization  working  directly  for  him 
and  in  his  specific  as  well  as  general  in- 
terest. 

Small  business  men  also  need  education 
in  the  necessity  for  trade  and  market  re- 
search--dirty  words  to  many  of  them.  They 
seem  unaware  that  product  and  market  de- 
velopment are  simultaneous  processes  of 
equal  import. 


STATEMENT 

John  C.  Stedman 
Law  School 
University  of  Wisconsin 
Madison,  Wisconsin 

The  great  complexity  of  the  problem  that 
faces  the  small  business  man  who  is  con- 
sidering a  research  and  development  pro- 
gram (its  cost,  probabilities  of  success, 
how  to  organize  and  operate  it,  how  to 
finance  it,  the  problems  attending  com- 
mercial test  and  introduction,  the  "com- 
petitive research"  situation  with  respect  to 
this  and  comparable  products,  the  appro- 
priate steps  to  take  concerning  patent  rights, 
trade  secrets,  trademarks,  etc.),  suggests 
a  great  need  for  some  organization  familiar 
with  all  of  these  to  which  he  could  go  for 
preliminary  advice  and  consultation. 

In  many  instances,  this  might  be  limited 
to  advising  him  on  what  to  look  out  for  and 
whom  to  consult;  these  in  themselves  might 
be  very  valuable  and  put  him  on  the  right 
track. 

Genuine  consultation  in  terms  of  his 
specific  business,  plans  and  problems, 
would  be  needed.  Merely  providing  him  with 
'  'do-it-yourself"  and  "how  to--"  pamphlets 
would  not  be  enough.  Such  an  activity  would 
presumably  be  centered  in  SB  A  or  the  De- 
partment of  Commerce.  The  important  thing 
is  that  it  be  a  coordinated  program  with  the 
agency  covering  all  aspects  that  might  con- 
cern the  business  men. 

Suggestions: 

Take  a  cue  from  the  modern  public  health 
activities,  as  follows.  Work  out  the  following 
three -point   program  on  a  continuing  basis: 

(1)  Get  across  the  idea  that  a  sick  busi- 
ness, like  a  sick  individual,  is  a  matter  of 
public,  not  just  private  concern. 

(2)  Acquaint  the  business  world  with  the 
symptoms  of  business  illness  (some  of  which 
are  not  apparent,  especially  at  the  early 
stages,  so  they  may  become  aware  of  the 
need  for  corrective  treatment). 

(3)  Set  up  agencies  (e.g.,  through  trade 
associations,  state  or  federal  government, 
etc.)  to  which  they  can  go  voluntarily  for 
consultation  and  advice.  The  latter  would 
normally  be  limited  to  advising  on  what 
might  be  wrong  and  whom  to  see  about  it, 
but  might  go  further  in  some  circumstances. 

If  experience  showed  firms  in  need  of 
help,  indisposed  to  take  the  initiative,  con- 
sideration could  then  be  given  to  having  the 
agency  take  the  initiative  by  inviting  in  for 
consultation,  those  firms  that  came  to  its 
attention. 
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First  Resolution  Passed  by  Distribution 
Section  on  September  25,  1957 

In  order  that  trade  associations  can  be  of 
greater  assistance  to  small  business  and 
government,  be  it  resolved  that:  members 
of  trade  associations  should  reply  to  sur- 
veys and  questionnaires  sent  to  them  by 
their  trade  associations  for  the  purpose  of 
gathering  statistics  and  information  for 
dissemination  to  their  membership  and 
other  interested  organizations. 

Second  Resolution  Passed  by  Distribution 
Section  on  September  25,  1957 

It  is  resolved  that  studies  be  initiated  on 
a  continuing  basis  to  determine  how  a  small 
merchant  may  best  be  his  own  researcher. 
It  is  further  resolved  that  such  continuing 
studies  should  be  undertaken  and  conducted 
under  the  auspices  of  trade  associations 
and/or  state  or  federal  government. 

Resolution   Passed   by   Voice    Vote   of  the 
Combined  Session  on  September  25,  1957 

Whereas,  the  Membership  of  Workshop 
D-13,  in  free  and  voluntary  association, 
wish  to   introduce   the   following   resolution 


which  they  hope  will  stimulate  the  per- 
petuation of  the  concept  of  which  this  entire 
Conference  is  the  visible  expression,  as  an 
indication  of  appreciation  to  the  Adminis- 
tration and  the  volunteer,  non-government 
workers  who  make  it  possible. 

Now  therefore,  be  it  resolved  that  the 
Conference  here  assembled  recommend  that 
the  Conference  form  and  substance  be  dis- 
seminated throughout  the  land  at  the 
regional,  state,  county,  or  municipal  level 
as  appropriate. 

Be  it  further  resolved,  that  the  means 
used  be  those  existing  in  the  form  of 
inspired  individual  volunteers,  trade  asso- 
ciations, the  general  trade  press,  existing 
governmental  agencies  and  educational  in- 
stitutions, within  the  climate  established 
by  an  attitude  of  courageous  persuasiveness, 
initiate  a  forum  for  open  minds,  allowing 
them  opportunity  ;f or  generous  minds,  allow- 
ing them  the  benefits  of  sharing;  for  studious 
minds --minds  we  may  convince  those  who 
were  not  here  out  of  all  this  encouragement, 
this  desire  to  share, and  this  longing  for  prac- 
tical means  to  improve  themselves  that  there 
is  much  more  of  the  practical  being  done. 

Mr.  Chairman,  I  move  the  adoption  of 
this  Resolution. 
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LOOKING  AHEAD  FOR  SMALL  BUSINESS 

Lewis  L.  Strauss,  Chairman 
U.  S.  Atomic  Energy  Commission 


It  is  a  great  pleasure  to  participate  in 
this  Conference  and  have  the  opportunity  it 
offers  for  exchanging  ideas  on  how  modern 
technical  and  distribution  research  can 
serve  the  needs  of  small  business. 

The  subject  appeals  strongly  to  me --in 
the  first  place,  because  we  of  the  Atomic 
Energy  Commission  are  whole-hearted  sup- 
porters of  small  business  and,  secondly, 
because  industrial  research  is  vital  to  the 
Commission's  program  for  developing  the 
peaceful  uses  of  the  atom. 

Unless  there  is  uninterrupted  research 
and  a  constantly  expanding  store  of  tech- 
nology we  cannot  hope  to  realize  the  full 
possibilities  of  this  new  source  of  energy. 
And  it  is  not  alone  our  industrial  progress 
and  material  well-being  which  are  involved; 
our  freedom  and  security--perhaps  even 
our  survival- -depend  upon  energetic  en- 
largement of  our  knowledge  of  the  atom's 
many  uses. 

At  this  infant  stage  of  the  nuclear  art 
much  of  the  research  and  development 
burden  must,  of  necessity,  be  borne  by  the 
Federal  Government- -in  partnership  with 
private  industry  wherever  possible.  Our  in- 
dustrial progress  has  established  beyond 
doubt,  however,  that  in  the  practical  appli- 
cations of  scientific  discovery  there  is  no 
substitute  for  the  American  free  enter- 
prise  system  with  its  ingenuity,  bold  vision 


and  cost-reducing  incentive  which  results 
from  competition. 

The  fact  that  this  Conference  is  concerned 
with  the  interests  of  small  business  inter- 
ests me  for  another  reason--a  personal 
one.  For  most  of  my  years,  I  was  a  banker 
and  had  the  rewarding  opportunity  to  assist 
a  wide  range  of  successful  small  business 
ventures  and  to  help  a  number  of  them  to 
become  established.  It  has  been  a  source 
of  deep  gratification  to  follow  their  growth 
and  expansion.  Several  which  began  modes- 
tly indeed,  as  very  small  business  enter- 
prises, have  long  since  outgrown  that  cate- 
gory. 

More  recently,  in  my  present  assign- 
ment, I  have  taken  pride,  as  have  my 
fellow  Commissioners  and  members  of  the 
Commission's  staff,  in  the  AEC's  record 
of  its  dealing  with  small  business. 

The  Commission's  program  involves  ex- 
penditures of  some  $2-billion  a  year- -a 
figure  which  represents  spending  at  the  rate 
of  nearly  a  half -million  dollars  every  hour 
of  every  day.  The  many  plants  ,  laboratories 
and  other  large  and  costly  facilities  of  the 
Commission  require  a  constant  flow  of  new 
mate  rials  and,  not  less  importantly,  a  flow 
of  new  technology.  The  Commission  does 
not  operate  these  facilities  directly,  but 
through  a  contract  system,  with  the  result 
that  the  bulk  of  our  contract  dollars  are  ex- 
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pended  through  companies  with  diversified 
staffs  capable  of  building,  and  supplying  the 
skilled  personnel  to  operate,  very  large 
plants  of  unusual  and  complex  design.  The 
opportunities  for  small  business  in  connec- 
tion with  such  great  projects,  therefore, are 
at  the  sub-contract  level. 

Nevertheless--by  the  establishment  of 
policies  based  on  a  scrupulous  regard  for 
the  interests  of  small  business- -we  have 
been  able  to  insure  that  a  substantial  amount 
of  our  contract  dollars  do  go  to  companies 
defined  as  small  business. 

Of  our  prime  cost  contracts  with  the 
larger  corporations  and  educational  institu- 
tions which  build  and  operate  AEC  plants 
and  laboratories,  the  small  business  share 
in  the  form  of  sub-contracts  is  substantial. 
In  the  past  seven  years,  the  Commission's 
cost  contractors  have  awarded  nearly  $1.5 
billion  to  small  business,  or  about  40  per 
cent  of  all  subcontract  dollars. 

But  I  must  not  allow  pride  in  the  record 
of  the  Commission's  relationship  with  small 
business  to  divert  me  from  the  assignment 
for  this  occassion,  which  is  to  discuss  with 
you  the  broader  aspects  of  technical  re- 
search as  it  involves  American  small  busi- 
ness. 

Industrial  research,  although  its  impact 
on  our  culture  and  technology  has  been  in- 
creasing over  a  period  of  some  40  years, 
is    a    comparatively   new    business    feature. 

The  shock  of  the  First  World  War,  and 
the  upheaval  in  science  that  occurred  during 
that  period,  impressed  manufacturers 
generally  with  the  fact  that  applied  science 
had  become  indispensible  to  survival  in  a 
highly  competitive  technological  world. 
Until  then  the  relations  between  science  and 
a  trial-and-error  technology  had  been  spo- 
radic. Only  a  comparatively  few  of  the 
larger  and  wealthier  corporations  main- 
tained their  own  research  laboratories  and 
the  role  of  the  Federal  Government  in  ap- 
plied research  was  a  modest  one. 

Yet  there  were  Americans,  even  then, 
who  foresaw  the  need  for  small  business  as 
well  as  big  business  to  take  advantage  of 
the  discovery  and  application  of  new  pro- 
cesses and  materials  so  as  to  raise  the 
quality  of  its  existing  products,  develop  new 
products,  increase  output  and  reduce  costs. 

As  early  as  1918  my  late  friend,  the  dis- 
tinguished scientist,  Dr.  Frank  B.  Jewett, 
pointed  to  the  research  needs  of  small  busi- 
ness and  ventured  the  thought  that  one  solu- 
tion might  lie  in  Government- subsidized 
research  organizations  and  laboratories. 
He  warned,  however,  of  the  hazards  in- 
herent in  such  a  policy. 
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It  remained  for  the  one  major  public 
figure  of  that  decade  who  possessed  an  ac- 
tive appreciation  of  applied  science  to  pro- 
duce an  answer  to  the  challenge.  That  man, 
of  course,  was  Herbert  Hoover,  thenSecre- 
tary  of  Commerce. 

Thanks  largely  to  his  vision,  American 
industry  across  the  board  was  afforded  the 
scientific  resources  which,  up  to  then,  had 
been  limited  largely  to  the  farmer  and  the 
miner.  He  established  a  partnership  pro- 
gram between  Government  and  Industry 
which  laid  the  groundwork  for  much  of  the 
industrial  research  and  development  that 
exists  today.  The  Bureau  of  Standards  was 
built  up  and,  under  his  guidance,  launched 
a  cooperative  program  of  simplified  prac- 
tices and  commercial  standardization.  In- 
dustry sent  its  own  researchers  into  the 
bureau,  among  the  earliest  being  a  group 
of  investigators  from  the  Portland  Cement 
Association  who  acknowledged  that  they  had 
come  there  '  'to  find  out  what  Portland 
cement  really  is." 

Secretary  Hoover's  concept  of  the  Gov- 
ernment's role  was  that  it  should  "en- 
courage and  stimulate  industrial  research 
projects,  rather  than  to  execute  them"  It 
was  a  program  that  placed  reliance  largely 
on  the  voluntary  cooperation  of  business  to 
accomplish  its  own  research  requirements. 
His  philosophy  was  stated  in  a  speech  in 
which  he  said: 

"We  are  yet  but  on  the  frontiers  of  the 
development  of  science  and  invention.  If 
we  do  not  destroy  the  American  system, 
if    we    continue    to   stimulate    scientific 
research,    if  we    continue  to  give  it  the 
impulse    of  initiative  and  enterprise,  if 
we  continue  to  build  voluntary  coopera- 
tive action  instead  of  financial  concen- 
trations *  *  *    my    children   will   enjoy 
the    same  opportunities  that  have  come 
to   me  and  the  whole   120 -million  of  my 
countrymen." 
Those    wise   words    of  a    great   American 
are  as  valid  today  as  when  they  were  spoken 
a   quarter    of  a    century  ago.  And  today,  in- 
stead of  120 -million  Americans  we  now  have 
grown  by  50-million--a  vastly  expanded  and 
expanding  market  adding  all  sorts  of  oppor- 
tunities   for   the  initiative  and  enterprise  of 
small  business. 

Through  the  years,  as  the  pace  of  tech- 
nological progress  has  accelerated,  the 
problems  and  scope  of  industrial  research 
have  become  increasingly  complicated,  re- 
quiring more  and  more  complex  equipment, 
greater  scientific  skills,  and  therefore 
larger  outlays  of  money.  The  popular  concept 
of  a  researcher  using  a  few  hastily  whacked- 


together  pieces  of  makeshift  equipment  and 
relying  largely  on  mother  wit  and  luck  has 
become  outmoded.  The  empiricism  of  the 
past  still  occasionally  pays  off,  of  course, 
but  much  of  our  spectacular  progress  in 
recent  years  has  been  possible  only  through 
use  of  a  planned  attack  on  a  problem  with 
complicated  and  costly  equipment  that  was 
unknown  a  few  years  ago. 

Some  of  today's  research  tools  are  enor- 
mously large  and  costly- -costly  even  in 
terms  of  the  earnings  of  the  great  corpora- 
tions. This  is  particularly  true  in  atomic 
energy,  with  its  experimental  and  materials 
testing  reactors,  accelerators  and  critical 
assemblies. 

Our  total  national  bill  for  research  and 
development  is  presently  estimated  to  be 
somewhere  around  $7-billion  a  year;  in 
1953  it  was  $5.4  billion  or  about  1.5  per 
cent  of  the  gross  national  product.  Approxi- 
mately half  the  total  expenditure  came  from 
the  Federal  treasury.  Universities  and  the 
other  non-profit  institutions  accounted  for 
less  than  five  per  cent,  and  the  remainder 
was  spent  by  industry. 

I  ought  to  mention,  however ,  that  although 
the  Government  has  been  providing  about 
half  the  funds,  it  has  done  less  than  20  per 
cent  of  the  work.  Industry  performs  nearly 
three -fourths  of  the  actual  research  under 
Government  contracts,  and  the  Universities 
also  have  been  able  to  maintain  larger 
laboratories  because  of  federally-financed 
research  assignments. 

In  the  fiscal  year  just  ended,  the  Atomic 
Energy  Commission,  for  example,  spent 
$471 -million  on  basic  and  applied  research. 
The  preponderance  of  this  was  carried  on 
in  AEC-owned  facilities  operated  by  in- 
dustrial contractors  or  by  educational  in- 
stitutions. The  contracts  for  this  work  pro- 
vide that  information  resulting  from  the 
research  must  be  reported  to  the  Commis- 
sion and  then--with  the  exception  of  weapons 
data- -it  is  all  made  available  to  industry 
either  by  open  publication  or  through  a 
system  of  access  permits  that  we  have 
set  up.  Many  profitable  applications  of 
atomic  energy  already  have  flowed  from  this 
research.  It  is  a  rich  and  bottomless  mine. 

There  is  a  large  and  growing  amount  of 
printed  technical  information  freely  avail- 
able from  Government  agencies,  and  which 
can  be  profitably  used  in  research  pro- 
grams as  well  as  for  immediate  application 
to  industrial  products  and  processes.  The 
Atomic  Energy  Commission  has  the  great 
bulk  of  this  technology  available  for  indus- 
try   at    the     Commission's     library    at   Oak 


Ridge,  Tennsessee,  and  we  have  established 
subsidiary  depository  libraries  in  various 
parts  of  the  country  to  make  it  more  ac- 
cessible to  industry. 

I  have  spoken  of  the  increasingly  heavier 
costs  required  for  programmatic  research 
in  modern  laboratories.  Many  researchac- 
tivities,  by  their  very  nature,  cannot  be 
scaled  down  to  conform  to  the  size  of  the 
business  enterprise.  This  involves  a  par- 
ticular burden  for  small  concerns. 

It  helps  to  explain  why  the  research  ac- 
tivities of  small  business  ,  although  increas- 
ing, remain  strongly  inhibited.  Measured  in 
dollars,  small  business  accounted  in  1953 
for  only  10  per  cent  of  the  research  efforts 
of  American  corporations.  Measured  in 
scientific  and  engineering  manpower,  the 
efforts  of  small  business  accounted  for  only 
20  per  cent  of  the  total  even  though  small 
business  was  then  using  about  35  or  40  per 
cent  of  the  nation's  industrial  manpower. 

These  figures  covering  1953  were  com- 
piled by  the  National  Science  Foundation 
from  Government  sources  and,  since  they 
represent  the  first  time  that  such  com- 
prehensive estimates  have  been  made  on 
this  subject,  it  is  too  early  to  say  whether 
or  not  the  activities  of  small  business  in 
research  and  development  are  going  up  or 
down.  It  is  my  impression  that  they  are  in- 
creasing. 

While  there  is  probably  no  optimum  ratio 
for  large  and  small  business  in  the  field  of 
industrial  research,  there  are  measures 
which  could  be  taken  by  any  concern,  how- 
ever small,  which  should  be  beneficial  with- 
out incurring  exorbitant  costs. 

For  example,  a  business  too  small  to  af- 
ford its  own  laboratory  might  find  it  useful 
to  assign  one  technically  qualified  man  with 
the  responsibility  of  "keeping  up"  with  the 
advancing  technology  in  the  company's  field, 
searching  for  new  ideas  and  information 
which  might  justify  a  research  effort.  This 
would  not  represent  a  large  outlay  in  terms 
of  protecting  the  company's  competitive 
position. 

New  ideas  and  newly-developed  techno- 
logy, as  they  flow  from  Government  re- 
search and  development,  might  be  more 
readily  available  to  small  firms  if  all  the 
Government  agencies  engaged  in  such  pro- 
grams were  to  consider  establishing  a  cen- 
tral clearing  house  for  their  unclassified 
data.  It  may  well  be  that  what  we  publish  is 
too  inaccessible  in  form  and  scientific 
language-  -kept ,  let  us  say,  on  too  high  a 
shelf.  It  may  well  be  that  the  Government 
should    review  its  procedures  to  make  what 
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it  has  available  and  which  belongs  to  all 
the  people  more  readily  available. 

A  recent  survey  disclosed  that  research 
and  development  assistance  often  can  be 
obtained  by  small  concerns  from  larger 
firms  with  which  they  regularly  do  business, 
as  customers  or  suppliers.  A  supplier  of 
raw  materials  surely  should  be  eager  to 
assist  a  customer  in  developing  a  new 
product.  In  some  cases,  a  small  business 
firm  might  be  able  to  underwrite  at  least 
a  portion  of  laboratory  expense  through 
a  research  contract  placed  by  a  larger 
company. 

The  importance  of  trade  and  industrial 
associations  ought  not  be  overlooked,  since 
they  serve  ideally  for  the  distributing  of 
information. 

I  used  to  be  asked  as  a  banker  what  was  a 
reasonable  rule  of  thumb  to  be  used  by 
small  business  in  the  financing  of  indi- 
vidual research  programs.  There  was,  of 
course,  no  easy  answer  at  hand. 

It  seems  to  me,  however,  that  any  small 
business  considering  establishment  of  a 
laboratory  should  have  both  long-range  and 
short-term  goals.  The  size  of  its  research 
budget  will  naturally  be  determined  by  the 
nature  and  potential  of  the  product  and  the 
company's  competitive  position. 

Research  and  development,  unless 
prudently  planned,  can  be  extravagant  and 
even  wasteful.  It  is  especially  difficult  to 
provide  soundly  for  research  which  involves 
products  and  processes  having  a  narrow 
profit  margin. 

Finally,  I  believe  that  some  of  the  most 
productive  research  opportunities  for  small 
business  are  likely  to  be  found  in  group  ef- 
forts, either  on  an  industry  or  regional  basis. 
There  are  many  indications  that  this  is  a 
growing  idea.  Cooperative  programs,  in- 
volving a  pooling  of  talents  and  a  sharing  of 
costs,  can  be  undertaken  by  small  companies 
in  allied  fields.  Even  large  businesses  have 
begun  to  pool  their  interests  and  share  the 
costs  of  very  expensive  laboratory  installa- 
tions. 


Each  participating  concern,  by  bearing  a 
share  of  the  cost,  is  thus  able  to  undertake 
more  daring  research  projects  than  it  might 
individually;  furthermore,  whatever  losses 
may  be  involved  in  unproductive  laboratory 
explorations  can  be  spread  over  more  under- 
writers. 

I  have  heard  the  argument  that  such  group 
activities- -if  established  on  an  industry 
basis --would  tend  to  restrict  competition. 
This  does  not  seem  valid  to  me;  besides, 
it  cannot  be  denied  that  the  competitive 
position  of  the  participating  small  concerns 
vis-a-vis  the  big  corporations  in  the  same 
industry  would  be  strengthened.  Further- 
more, any  striking  advance  in  the  growth  of 
an  individual  member  firm  would  tend  to 
push  that  company  out  of  the  small  business 
category,  and  therefore  out  of  the  labora- 
tory, as  it  would  be  more  likely  to  want 
independent  research  facilities. 

These  are  not  novel  proposals,  but  as  you 
can  see,  are  some  rambling  ideas  which 
have  occurred  to  me  in  considering  the  role 
of  small  business  in  research  and  develop- 
ment. 

Of  two  things  I  am  very  sure.  One  is  that 
the  future  of  American  business  is  un- 
limited. This  is  true  because  the  individual 
market  is  growing  both  in  numbers  and  in 
per  capita  demand.  The  more  kilowatt 
hours  of  energy  we  have  working  for  each 
of  us  (and  it  doubles  about  every  ten  years) 
the  more  our  individual  needs  seem  to 
multiply.  Things  that  we  did  not  know  a 
generation  ago- -television,  air  conditioning, 
commercial  aviation,  are  fast  becoming 
necessities. 

Another  thing  I  know  is  that  small  busi- 
ness will  be  the  first  to  pioneer  the  new 
products  and  when  small  business  becomes 
large,  then  other  small  businesses  will  be 
organized.  It  is  a  law  of  growth  and  it  will 
always  flourish  in  the  United  States  so  long 
as  we  preserve  against  the  inroads  of 
socialist  ideas  those  fundamentals  of  the 
economic  system  which  made  us  a  great 
and  prosperous  nation. 


TECHNICAL  RESEARCH  FOR  THE  BENEFIT  OF  SMALL  BUSINESS 

Review  of  the  Conference  from  the  Technical  Side 

Charles  N.  Kimball 
Deputy  Chairman  for  Technical  Research 


The     many    things    we     covered    here     in 
these  past  few  days  indicates  that  this  initial 


Conference  is  just  the  beginning  of  a  series 
of  events  which  will  lead  to  much  more  ef- 
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fective  use  of  research  and  development  by 
and  for  small  business. 

Taking  Conference  events  in  chronological 
order,  certainly  Mr.  Loen's  survey  meant 
much  to  the  success  of  these  meetings.  All 
of  us  were,  as  a  consequence,  addressing 
ourselves  to  the  key  research  and  develop- 
ment problems  of  small  business,  and  I 
think  you  will  agree  that  we  had  quite  an 
array  of  nationally  known  talent  for  you  to 
work  with,  as  speakers ,  case  history  people , 
and  workshop  leaders. 

The  small  business  man  has  need  for 
vast  amounts  of  information  in  the  research 
and  development  field.  Our  job  in  this  Con- 
ference was  to  try  to  fit  these  twotogehter. 
It's  not  simply  a  matter  of  inability  to  obtain 
information;  there  is  the  important  aspect 
of  motivation.  The  small  business  man  needs 
first,  in  my  opinion,  not  inspiration  on  how 
to  do  research  and  development  or  where  to 
do  it,  but  why  to  do  it. 

The  job  ahead  is  also  to  convince  the 
small  business  man  that  researchand  devel- 
opment is  not  limited  to  big  companies, 
that  it  is  within  his  scope.  Research  and 
development  presently  means  product  de- 
velopment, by  and  large,  to  the  small  busi- 
ness man;  whereas,  actually  it  has  tre- 
mendous applications  in  process  improve- 
ment, labor  saving  techniques,  operations 
research  and  other  facets.  Research  and 
development  in  small  business  must  have 
the  same  function  as  it  does  in  big  business 
but,  of  course,  it  must  be  accomplished  in 
totally  different  ways. 

The  meetings  clearly  indicated  that  a 
measure  of  technical  research  is  not  only 
essential  to  progress,  but  mandatory  for 
the  survival  of  small  business.  Real 
progress  can  be  made  only  if  research  is 
carried  on  in  a  systematic  and  well-organ- 
ized way. 

There  was  also  uniform  agreement  about 
the  need  for  at  least  one  broad-gauged 
technical  man  in  every  small  organization 
which  can  afford  it;  and  that  this  man  could 
specialize  in  and  direct  the  range  of  re- 
search and  development.  He  could  be  a  two- 
way  interpreter  for  the  management. 

It  was  also  decided  that  most  small  busi- 
ness men  have  either  a  technical  or  a 
marketing  bias,  with  marketing  research 
even  less  recognized  and  practiced  than 
technical  research.  The  small  business  man 
who  recognizes  where  his  company's  bias 
lies  must  be  encouraged  to  take  corrective 
measures,  perhaps  improving  in  the  oppo- 
site direction. 


With  respect  to  finances,  a  great  many 
small  business  men  seem  to  feel  that  money 
is  impossible  to  acquire  for  research  and 
development  purposes  from  company  re- 
sources or  from  standard  sources  of  credit. 
They  fail  to  recognize  the  need  to  find 
venture-risk  capital  for  these  purposes. 
Rather,  they  tend  to  look  for  some  outside 
financial  source,  both  to  furnish  the  money 
and   to  take  all  the  financial  risks  involved. 

All  of  us  should  leave  this  Conference 
thinking  of  ourselves  as  research  ambas- 
sadors, to  spread  the  story  of  what  we've 
learned  here  in  Washington.  We  have  spent 
over  one-half  million  dollars  of  our  own 
funds  to  come  to  this  Conference,  plus  our 
time  here.  Let's  get  some  real  mileage 
from  this  investment. 

There  are  other  things  that  must  be  done. 
First,  we  ought  to  find  out  more  about  why 
so  many  managers  of  small  business  resist 
research  and  how  their  emotional  blocks  can 
best  be  overcome.  Second,  we  need  to 
answer  directly  the  question,  "What  can 
research  mean  to  me  as  a  small  business 
man  in  dollars  and  cents?".  This  can  be 
accomplished,  in  part,  by  studying  a  few 
types  of  industries  to  demonstrate  the  dif- 
ferences in  growth  and  profit  trends  between 
competitive  companies  that  do  researchand 
those  that  do  not. 

We  must  also  find  better  ways  to  explain 
to  small  business  men  in  non -technical 
terms  the  practical  value  of  research.  We 
could  accomplish  this  in  several  ways; 
First,  by  showing  how  a  problem  he  recog- 
nizes has  been  solved  elsewhere  by  re- 
search. Second,  by  developing  printed  ma- 
terial and  films  to  tell  the  research  story. 
Third,  we  must  find  better  ways  to  assure 
the  vast  amounts  of  state  and  federal  govern- 
ment and  other  information  already  available 
gets  better  distribution  in  the  small  busi- 
ness community.  Fourth,  we  must  spread  the 
word  about  research  through  every  available 
educational  agency,  from  state  universities 
to  Chambers  of  Commerce  and  trade  as- 
sociations. 

We  must  encourage  problem-solving 
clinics  at  which  the  problems  worrying  small 
business  can  be  highlighted  and  solved. 

We  must  hold  more  conferences  on  re- 
gional, state  and  even  at  community  levels. 
We  ought  to  plan  further  national  confer- 
ences at  periodic  intervals. 

One  suggestion  is  to  strengthen  the  Small 
Business  Administration  and  the  Department 
of  Commerce  Regional  offices  by  having 
available  a  technical  advisory  board  of  com - 
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petent  university  people  and  research  and 
development  groups. 

We  have  been  talking  about  the  small 
business  man  using  research  and  develop- 
ment. Perhaps  it  would  be  more  to  the  point 
to  change  the  focus  here  somewhat.  Per- 
haps what  he  really  needs  presently  is  not 
research  and  development,  but  the  results 
of  research  and  development. 

As   was    said  earlier,  you  certainly  had  a 


most  talented  faculty  working  for  you.  I 
want  personally  to  thank  the  many  people 
who  worked  so  diligently  to  put  the  technical 
part  of  this  Conference  across.  I  also  want 
to  thank  the  audience.  You  were  invited 
because  of  your  knowledge  of  the  problem 
and  your  ability  to  help  solve  it.  The  Con- 
ference may  have  served  only  to  define  the 
problem.  I  am  sure  that  none  of  us  expected 
to  work  out  final  solutions  here. 


DISTRIBUTION  RESEARCH  FOR  THE  BENEFIT  OF  SMALL  BUSINESS 

A  Review  of  the  Conference  from  the  Distribution  Side 

Arthur  H.  Motley 
Deputy  Chairman  for  Distribution  Research 


In  concluding  my  part  of  this  Conference, 
I  believe  I  ought  to  try  to  clear  up  some 
things  which  are  still  obviously  unclear 
in  the  minds  of  some  of  us. 

First,  this  was  not  a  Government  Con- 
ference even  though  it  was  called  by  Presi- 
dent Eisenhower.  I'd  like  to  be  certain  that 
that  is  clearly  understood  by  all  who  at- 
tended. 

This  Conference  was  held  because,  quite 
some  time  ago,  business  men,  acting  in  an 
advisory  capacity  to  the  government,  decided 
that  something  ought  to  be  done  for  the 
benefit  of  small  businesses.  Meetings  were 
held  with  Dr.  Burns  and  later  with  his 
successor,  Dr.  Saulnier,  Chairman  of  the 
President's  Council  of  Economic  Advisers. 
Fritz  Mueller,  Assistant  Secretary  of  Com- 
merce, became  interested,  took  the  ball  and 
ran  with  it.  After  careful  consideration,  the 
idea  was  presented  to  the  President's  Cabi- 
net Committee  on  Small  Business  which 
recommended  it  to  the  President. 

This  is  how  this  Conference  came  about. 
It  was  determined  at  the  outset  that  it  would 
not  be  a  conference  run  by  or  conducted  by 
either  the  Department  of  Commerce  or  the 
Small  Business  Administration.  It  was  de- 
termined that  it  would  be  a  conference  run 
by  businessmen. 

That  is  exactly  how  this  Conference  has 
been  run.  If  there  is  anything  wrong  with  it, 
it  is  our  fault.  If  it  was  good,  don't  give 
credit  to  the  government --give  it  to  the 
guys  who  beat  their  brains  out  putting  this 
thing  together  with,  let  me  add,  however, 
the  complete  blessing  of  all  in  government. 

The  end  results  were  not  engineered.  A 
lot  of  time  and  effort  were  spent  to  ascer- 
tain  the   true    situations    in    small   business 


in  these  two  areas.  This  Conference --the 
speeches,  the  case  histories --were  predi- 
cated on  what  you  told  us.  If  you  didn't  tell 
the  entire  truth  to  Douglas  Williams  and 
Ernest  Loen.the  researchers  who  worked  on 
this,  then  it  is  your  fault  if  every  phase 
was  not  covered. 

The  second  thing  I  want  to  make  clear  is 
this:  This  was  not  a  Conference  entirely  of 
small  business  men- -it  was  never  intended 
to  be  that.  This  was  a  Conference  for  the 
benefit  of  small  business  men. 

Another  decision  fully  discussed  and 
honestly  arrived  at  by  the  management  of 
this  Conference  was  that  if  we  were  to  have 
a  Conference  for  the  benefit  of  small  busi- 
ness men,  then  we  should  have,  as  partici- 
pants in  the  program,  representatives  of  all 
people  who  were  currently  benefiting  small 
business  in  those  areas  where  small  busi- 
ness said  help  was  needed--in  technical  and 
distribution  research. 

That  is  why  educators,  big  businessmen, 
representatives  of  trade  associations,  the 
trade  press  and  the  others  were  on  this 
program.  And  may  I  say  their  contributions 
were  very  important- -the  equal  of  the  con- 
tributions made  by  the  small  business  men 
in  attendance. 

Now,  let's  go  from  there  to  a  discussion 
of  matters  specific  to  the  distribution  side. 

We  in  distribution  are  at  a  disadvantage. 
As  I  said  in  my  opening  remarks  on  Monday 
afternoon,  95%  of  the  money  being  spent  on 
research  today  is  being  spent  for  product 
development  and  product  engineering.  Ihave 
no  quarrel  with  that.  I  have  no  quarrel  with 
the  massive  figures  quoted  by  Admiral 
Strauss  in  connection  with  atomic  energy 
research.    The    quarrel   that   we  on  the  dis- 
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tribution  side  have,  as  expressed  by  hun- 
dreds and  hundreds  of  small  business  men 
all  over  the  country,  is  with  the  fact  that 
there  is  not  enough  money  being  spent  in 
research  on  the  distribution  side. 

That  came  out  in  all  the  interviews  con- 
ducted and  the  reason  so  much  emphasis 
has  been  placed  upon  research  is  that  small 
business  men  told  us  that  more  research 
was  necessary. 

So,  it  was  clear  that  there  was  an  im- 
balance, and  for  one  very  simple  reason.  It 
is  a  fact  that  in  this  free  economy  of  ours, 
distribution  is  a  growth  situation.  It  is 
dynamic --every  bit  as  dynamic  as  the 
research  marvels- -the  discoveries  and  in- 
ventions—of the  physical  sciences.  Even 
though  we  deal  with  the  more  intangible 
sciences  involving  human  beings  and  the 
relations  of  people  one  with  another,  you 
said  it  was  high  time  that  more  attention 
was  devoted  to  distribution. 

So  we  brought  to  Washington  the  people 
who  represent  the  principal  sources  of  help 
for  small  business.  People  came  herefrom 
trade  associations,  from  Chambers  of  Com- 
merce, from  the  business  press,  from  edu- 
cational institutions,  from  Government 
agencies,  and  from  big  business.  No  one 
could  have  sat  in  that  session  yesterday 
afternoon  and  listened  to  big  business  pre- 
sent and  document  the  case  histories  of 
small  business,  with  big  business  helping, 
without  believing  Secretary  Weeks,  who  said 
on  Monday  afternoon  that  he  made  no  distinc  - 
tion  between  businesses  on  the  basis  of  size. 

After  that  demonstration  by  big  business 
yesterday,  it  must  be  apparent  to  you  that  if 
small  business  is  not  taking  advantage  of 
the  research  and  marketing  information 
that  big  business  has--then  small  business 
is  making  a  great  mistake. 

Admiral  Strauss  confirmed  that  when  he 
said  you  did  not  have  tobuild  a  reactor- - 
spend  millions  of  dollars  for  equipment  and 
personnel;  that  a  lot  was  being  done  by  those 
who  could  afford  it  and  that  you  could  hook 
onto  it  if  you  had  the  wit  that  should 
characterize  any  successful  small  business 
man  in  this  highly  competitive  but  nonethe- 
less free  economy. 

In  spite  of  some  of  the  the  implied 
criticism  about  too  many  professors  having 
been  on  the  program,  I  liked  the  candor  of 
Dean  Collins  of  New  York  University  who 
very  frankly  stated  that  not  enough  was  be- 
ing done  by  educational  institutions.  Based 
on  a  survey  of  educational  institutions,  he 
made  it  clear  what  they  were  or  were  not 
doing. 


Then  he  said,  and  this  should  have 
registered,  at  least  with  our  side,  that  this 
lack  was  the  fault  of  the  small  business  men. 
They  are  not  asking  for  or  seeking  help 
from  existing  sources  which  are  easily 
available  to  them.  Dean  Collins  has  placed 
in  our  hands  a  list  of  more  than  200  knowl- 
edgeable people  in  education  who  are  avail- 
able to  small  business.  The  challenge  to  the 
small  business  man  is  to  go  to  some  nearby 
institution  and  make  a  deal  to  get  such  as- 
sistance. 

That  isn't  just  talk.  You  heard  about  a 
small  business  man  in  Lancaster,  Ohio,  by 
the  name  of  Bob  Shamansky  who  was  going 
broke  running  a  clothing  store  some  three 
years  ago--going  broke  ,  that  is  until  he  went 
to  Ohio  State  and  contacted  a  professor  of 
marketing  who  sat  down  with  him  and  helped 
solve  his  marketing  problems.  He  is  operat- 
ing a  successful  and  profitable  business 
today  and  he  got  his  help  at  a  reasonable 
cost. 

We  brought  trade  association  people  here 
and  I'm  afraid  we  were  pretty  rough  on 
them.  True,  they  are  doing  a  lot  that  isn't 
being  understood,  appreciated  or  used  by 
small  business.  It  was  proved  that  what 
they  were  doing,  when  used,  worked  well 
for  small  business.  But  it  was  also  said, 
and  publicly,  that  more  had  to  be  done,  and 
that  it  had  to  be  done  in  such  a  way  that  the 
small  retailer  or  wholesaler,  the  small 
service  institution  or  the  small  manu- 
facturer, could  take  full  advantage  of  their 
work. 

With  the  cooperation  of  the  Chamber  of 
Commerce  of  the  United  States,  we  showed 
what  an  alert  local  Chamber  (Dayton,  Ohio) 
was  doing  to  help  the  small  business  men 
in  their  locality.  Then,  there  was  the  testi- 
mony of  a  gentleman  by  the  name  of  Moser 
of  the  Davis  Department  Store  in  Winston- 
Salem  who  told  how  his  local  Chamber 
worked  for  him. 

Harry  Ketchum  of  the  Department  of 
Commerce  and  Wilford  White  of  the  Small 
Business  Administration  talked  about  what 
everybody  knows  and  almost  everyone  for- 
gets--the  fact  that  government  is  a  mas- 
sive but  unexplored  mine  of  information 
and  knowledge  for  small  business.  Those 
small  business  men  who  say  they  cannot  use 
government  sources  because  the  figures  are 
too  broad,  too  general,  are  either  hiding 
behind  their  own  ignorance  of  the  facts  or 
are  alibiing  their  own  inactivity. 

To  refute  that  claim  we  had  with  us  Mr. 
Wachenheim,  who  runs  a  small  shoe  store 
in    New    Orleans.  He  belongs  to  an  associa- 
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tion,  a  group  which  takes  these  massive 
general  figures  on  distribution  and  breaks 
them  down  into  valid  and  useful  information. 
Mr.  Wachenheim  isn't  having  any  trouble 
staying  in  business,  nor  does  he  fear  com- 
petition with  the  giant  chains.  The  same  is 
true  of  a  gentleman  by  the  name  of  Fontius, 
the  owner  of  four  retail  shoestore  outlets 
in  Denver,  Colorado,  who  belongs  to  the 
same  group. 

In  my  opinion,  what  we  really  accom- 
plished here  was  a  beginning.  If  we  turn  this 
thing  off  now  we  wilf  have  accomplished 
nothing  to  justify  the  time  and  money  that 
you  and  I  spent  with  a  truly  American  pur- 
pose in  mind--namely,  the  expansion  of  our 
economy,  which  means  increasing  competi- 
tion, the  driving  force  which  has  always 
expanded  the  American  economy. 

In  conclusion,  I  want  to  say  thanks  very 
much  to  the  big  businesses  that  honestly, 
without  prejudice  or  bias,  spent  time  and 
money,  which  we  did  not  have,  to  provide 
information  in  their  areas. 

I'd  like  to  pay  tribute  too,  to  the  business 
press--to  Phil  Salisbury,  Bill  Beard,  Bob 
Harper  and  all  the  rest  of  them  who  spent 
a  lot  of  time  covering  their  field. 

I  want  to  thank  Dean  Collins  of  N.Y.U. 
for  his  splendid  study,  and  Chuck  Morten- 
sen  of  the  Chamber  of  Commerce  of  the 
United  States  who  arranged  for  the  partici- 
pation of  all  those  knowledgeable  people 
from  the  trade  associations  and  Chambers 
of  Commerce.  They  were,  I  believe,  able 
to  show  conclusively  that,  inadequate  as  the 
job  may  be  today,  it  still  is  being  incom- 
petently and  insufficiently  used,  but  that 
wherever  and  whenever  existing  information 
is  used,  it  is  effective. 

Finally,  I  would  like  to  pay  tribute  to  the 
Office  of  Distribution  in  the  Department  of 
Commerce  and  to  the  Small  Business  Ad- 
ministration. Surely,  this  is  their  problem. 


As  you  heard  from  Wendell  Barnes  and 
Secretary  Weeks  on  Monday  afternoon,  they 
are  paid  by  us  to  serve  us.  But  again,  it 
must  be  tragically  apparent  to  all  of  us  on 
our  side  of  this  conference  that  insufficient 
use  is  being  made  of  what  is  already  avail- 
able. 

I  hope  this  Conference  will  result  in  many 
follow-up  meetings  at  regional,  state,  and 
community  levels.  This  hope  has  been 
implicit  in  all  of  the  meetings  of  the  past 
three  days.  Also,  an  organization  handbook 
has  been  prepared,  principally  through  the 
efforts  of  Bob  Whitney,  for  regional,  state, 
or  city  conferences  on  technical  and  distri- 
bution research  for  the  benefit  of  small 
business.1 

If  you  and  I,  as  we  go  back  to  our  small 
businesses,  demonstrate  that  same  kind  of 
flexibility  and  ingenuity,  I  for  one  am  not 
going  to  worry  about  the  future  of  America-  - 
or  small  business. 

I  feel  that  more  would  be  accomplished 
by  not  having  Government  officials  in  charge 
of  the  local  and  national  committees.  The 
local  committees  throughout  the  country 
would  attempt  to  work  with  Chambers  of 
Commerce,  trade  associations,  educational 
institutions  and  big  business  holding  meet- 
ings and  disseminating  information  as  de- 
veloped from  this  President's  Conference. 
The  intent  would  be  to  work  with  these 
groups  in  developing  similar  programs 
which  have  proven  successful  in  certain 
parts  of  the  country. 

I  sincerely  feel  this  can  be  accomplished 
since,  over  the  past  few  years,  my  associ- 
ates and  myself  have  endeavored  to  carry  out 
the  recommendations  as  set  forth  above  in 
the  Report  of  the  Committee  of  Economic 
Development.  The  recommendations  of  this 
Conference  cannot  just  sit,  but  must  be 
carried  out  in  an  action  program  right  down 
to  every  local  area  in  this  country. 


CLOSING  REMARKS 

Eric  A.   Walker,  President 

The  Pennsylvania  State  University 

Conference  Chairman 


The  question  is,  what  do  we  do  next?  You 
have  heard  the  analyses  by  the  Deputy  Chair- 
men on  what  happened  in  the  distributive 
and  product  sides  of  our  investigations. 
When  we  opened  this  Conference,  I  read  to 
you  a  paragraph  from  the  Progress  Report 
by   the    Cabinet    Committee    on    Small  Busi- 


ness and  told  you  that  this  was  our  charge. 
When  we  set  up  the  mechanism  for  this 
conference,  we  interpreted  the  charge  in  a 
number    of   points    which    I  might  restate  so 

1  Available   from  the  Department  of  Commerce  or  rlic  Small 
Business  Administration. 
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that     we     can    all     see    how    well    we     have 
succeeded: 

To  develop  a  complete  understanding  of 
the  needs  and  current  practices  of  small 
businesses  in  the  fields  of  technological 
research  and  marketing  research.   .  . 

To  determine  how  small  business  men 
can  improve  their  products  and  processes, 
develop  new  ones,  and  increase  their  sales 
and  profits  through  the  use  of  modern 
methods  of  technical  and  distribution  re- 
search. .  .  . 

To  focus  attention  on  and  assess  technical 
aids  currently  available  to  the  small  busi- 
ness man,  to  demonstrate  how  to  use  them 
most  effectively,  and  to  recommend  means 
of  broadening  their  coverage  to  embrace  all 
facets  of  management's  research  prob- 
lems  

Having  assayed  existing  sources  of  aid, 
to  look  at  the  economy  as  a  whole  and  pro- 
pose new  methods  and  ideas  to  keep  small 
firms  abreast  of  current  and  anticipated 
changes  in  technology  and  marketing.  .  .  . 
To  determine  the  most  effective  means  of 
communicating  the  findings  and  recom- 
mendations of  the  Conference  to  small  busi- 
ness men  throughout  the  United  States.    .   .   . 

To  recommend  to  President  Eisehower 
any  executive  or  legislative  action  indicated 
by  the  Conference  to  be  in  the  best  interest 
of  the  economic  health  and  security  of  our 
nation.    .  .   . 

In  discussing  this  Conference  with  mem- 
bers of  the  Administration  we  repeatedly 
recalled  how  difficult  it  would  be  to  keep 
the  small  business  man  oriented  toward  the 
problem  of  research  when  he  had  taxes, 
financing,  labor  problems  and  other  such 
things  on  his  mind.  I  realize  that  it  must 
have  been  very  difficult  for  you  to  talk  about 
research  under  these  circumstances,  but  I 
must  congratulate  you  because  you  have 
done  it.  These  problems  have  been  brought 
to  the  attention  of  the  President,  Secretary 
Weeks,  Administrator  Barnes  and  Dr. 
Saulnier,  Chairman  of  the  President's  Coun- 
cil of  Economic  Advisers,  as  you  can  see 
from  their  talks.  I  am  sure  that,  through 
our  Action  Committee  report  and  subse- 
quent discussions,  their  problems  will  again 
be  brought  to  the  attention  of  these  ad- 
ministrators. But  our  major  problem  is  to 
produce  a  report  on  this  Conference  for 
small  business  covering  the  areas  of  tech- 
nical and  distribution  research. 

We  have  confirmed  a  fact  that  we  sus- 
pected to  be  true--that  there  is  a  huge 
stack  of  material  on  product  research  and 
marketing     research     available    and    helpful 


to  the  small  business  man.  All  one  has  to  do 
is  look  at  the  bibliographies  that  have  been 
offered  to  you,  look  at  the  mater  ial  displayed 
on  the  pegboards  and  hear  the  speaker s  who 
described  material  of  which  they  were 
aware.  I  am  sure  that  the  stack  of  material 
we  have  discussed  must  be  at  least  six  feet 
high. 

We  have  further  confirmed  the  fact  that 
big  business  is  willing  and,  indeed,  anxious 
to  provide  a  great  deal  of  information  for 
small  business  men  which  will  help  them 
produce  better  products  and  find  better 
markets.  Trade  associations,  too,  are  doing 
their  best  and  are  accomplishing  a  great 
deal  in  making  the  products  of  research 
available  to  small  industry. 

This  Conference  has  brought  about  anin- 
crease  in  the  number  of  documents  from  the 
Federal  Government  which  list  research  and 
development  aids  .  Universities,  both  through 
their  colleges  of  engineering  and  colleges 
of  business  administration,  have  mecha- 
nisms by  which  small  business  can  be  helped, 
as  indeed,  do  the  private  laboratories, 
consultants,  and  some  of  the  better  libraries. 

One  of  our  major  tasks  in  this  Conference 
was  to  bring  to  some  small  business  men  a 
realization  of  what  research  can  do,  what  it 
is,  and  how  they  can  go  about  doing  it.  One 
of  the  tasks  which  remains  is  to  bring  this 
same  realization  to  the  literally  hundreds 
of  thousands  of  small  business  men  who 
could  not  attend.  We  realize  that  research 
cannot  bring  benefits  unless  the  small  busi- 
ness man  is  motivated  to  seek  those  bene- 
fits. All  the  attendees  at  this  Conference,  I 
am  sure,  now  have  a  realization  of  these 
benefits  and  a  desire  to  profit  through  re- 
search. We  must  transmit  this  motivation 
to  those  who  were  not  fortunate  enough  to 
attend. 

One  of  our  great  problems,  however,  is 
that  of  location.  Unfortunately,  the  sources 
of  information  and  the  business  man  are 
not  always  contiguous.  Take,  for  instance, 
the  plight  of  the  small  business  man  who 
might  live,  let  us  say,  in  Woodbridge,  Ohio. 
To  him  the  Government  and  all  of  its  aids 
and  publications  are  very  far  away.  He 
might  be  in  a  State  in  which  the  State  gov- 
ernment has  little  concentrated  effort  to 
assist  the  small  business  man.  He  might  be 
in  an  area  where  his  university  has  either 
no  college  of  engineering  or  of  business 
administration,  or  has  colleges  which  are 
not  responsive  to  the  desires  of  the  small 
business  man.  He  may  not  belong  to  a  trade 
association  or  a  professional  group.  His 
problem  then,   is   one   of  communication. 


279 


When  we  think  of  communication,  such 
media  as  the  newspapers,  radio,  magazines, 
television,  letters  and  so  on,  come  to  mind. 
I  was  interested  to  note  that  almost  none  of 
these  were  discussed  extensively  in  this 
Conference.  The  universal  thought  of  the  at- 
tendees seemed  to  be  that  the  mechanism 
by  which  one  could  communicate  problems 
and  suggested  solutions  to  small  business 
man  is  by  a  meeting.  I  am  tremendously 
impressed  by  the  amount  of  information  that 
has  been  transmitted  by  this  meeting.  That 
gives  us  the  idea  for  one  of  the  solutions  to 
our  future  problem. 

What  do  we  intend  to  do?  We  intend  to 
print  a  Proceedings  which  will  contain  all  the 
speeches,  all  the  workshop  reports,  and  all 
pertinent  communication.  We  hope  to  be  able 
to  send  this  publication  to  the  press  within 
one  month  and  to  have  it  in  the  hands  of  all 
the  Conference  participants  sometime  dur- 
ing December. 

As  I  mentioned  previously  we  have  an 
Action  Committee  who  will  draft  a  report  to 
the  President  within  the  next  few  hours. 
These  gentlemen  are:  Earl  Stevenson  of 
Arthur  D.  Little,  Edward  Barnet  of  North- 
western University,  Frank  Cruger  of  the 
Indianapolis  Manufacturers'  Supply  Com- 
pany, Ossian  MacKenzie  of  Penn  State,  and 
L,.  To  White  of  Cities  Service  Oil  Company. 
Although  both  these  devices  will  provide 
a  mechanism  for  communication,  the  Pro- 
ceedings to  those  who  are  not  fortunate 
enough  to  attend  the  Conference  and  the 
Action  Committee  report  to  the  President, 
I  am  sure,  as  you  seem  to  be,  that  the 
greatest  benefit  that  can  be  obtained  from 
this  Conference  is  that  it  can  serve  as  seed- 
corn  out  of  which  many  other  conferences 
can  grow.  You  have  been  given  a  handbook 
on  how-to-do-it-yourself  and,  having  been 
here,  you  know  better  than  anyone  else  what 
is  good  and  what  is  bad  about  the  Conference. 
I  would  strongly  suggest  that  you  go  back  to 
your  home  communities  and  try  to  put 
together  similar  conferences  for  small  busi- 
ness men.  Do  it  with  the  aid  of  the  uni- 
versities, the  trade  associations,  Chambers 
of    Commerce,    Government    or  anyone  else 


who  is  willing  and  able  to  help. 

Sometimes    we   worry   a   great  deal  about 
the    future    of  small  business.  Indeed,  there 
are    times    when   we    worry  about  the  future 
of     our     State    and    Nation.     We    hear    dire 
stories    about    the    capacity    of   our  possible 
enemies.  We  are  told  that  we  are  vulnerable 
because  there  are  more  enemies  than  there 
are  Americans,  because  they  have  a  bigger 
land,    more     people    and    more     resources. 
However,    there     is    one    thing   which   we    in 
America    have   that  is  enjoyed  by  few  other 
nations     in    the    world.    That   is    freedom-- 
freedom  to  try  anything  we  think  will  work; 
freedom     to    do    anything    we    wish    to    do; 
freedom  to  foster  anything  in  which  we  have 
faith.     This    means    freedom   to    succeed   in 
business     or,     indeed,    the    freedom   to   fail 
and  the  freedom,  having  failed,  to  try  again. 
This  kind  of  research- -trying  something  to 
see    if   it   will   work  is  research  at  its  best. 
It's  research  that  we  do  throughout  our  lives 
and  research  which  will  always  help  America 
be     a    nation     of    opportunity,    progress    and 
satisfaction. 

In  closing  I  would  like  to  say  one  thing 
more.  The  President  mentioned  that  this 
Conference  has  been  run  on  a  shoestring. 
This  is  true.  It  has  not  been  an  effort  put 
on  by  full-time  Government  employees;  it 
has  not  been  an  effort  put  on  by  profes- 
sional conventioneers.  It  has  been  a  con- 
ference staged  by  volunteers  and  this,  again, 
is  another  strength  of  America.  When  a  good 
cause  appears,  there  are  always  thousands 
of  people  who  volunteer  to  help.  We  have 
received  help  from  members  of  the  Depart- 
ment of  Commerce,  of  the  Small  Business 
Administration,  from  universities,  big  busi- 
ness, small  business  and  private  citizens 
everywhere.  Many  of  these  people  have 
given  freely  of  their  time  and  money  to  see 
that  this  Conference  has  been  staged  prop- 
erly and  has  accomplished  its  purpose.  I 
am  sure  that  I  speak  for  everyone  of  the 
attendees  when  I  say  that  we  owe  them  a 
vote  of  thanks  and  a  pat  on  the  back  for  a 
job  well  done. 
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October    17,    1957 


The  President 
The  White  House 
Washington  25,    D.    C. 

Dear  Mr.    President: 

In  accordance  with  your  letter  of  September  27,    1956,    the  Depart- 
ment of  Commerce  and  the  Small  Business  Administration  jointly  arranged 
for  the  conduct  of  a  Conference  on  Technical  and  Distribution  Research  for 
the  Benefit  of  Small  Business.      This  President's  Conference  was  held  in 
Washington  on  September  23-25,     1957. 

The  report  which  is  attached  to  this  letter  includes  brief  statements 
on  the  organization  of  the  Conference,    participation  in  it,    the  accomplish- 
ments of  the  Conference  program,    and  the  lessons  to  be  drawn  from  it.      The 
report  also  makes  certain  action  recommendations  which  we  respectfully 
submit  for  your  consideration.      These  are  based  upon  the  report  of  the  Action 
Committee  of  the  President's  Conference.     A  more  detailed  report  on  the  Con- 
ference and  a  copy  of  its  full  proceedings  will  be  submitted  to  you  at  a  later 
date. 

The  constructive  outcome  of  the  Conference  was  due  in  no  small  part 
to  the  efforts  of  private  citizens  who  gave  freely  of  their  time  to  make  it  a 
success.      We  especially  wish  to  commend  Dr.  Eric  A.  Walker,  who  served  as 
Chairman  of  the  Conference;    Dr.    Charles  N.    Kimball,    Deputy  Chairman  for 
Technical  Research;  and  Mr.    Arthur  Motley,    Deputy  Chairman  for  Distribu- 
tion "Research.      Each  made  an  indispensable  contribution  to  the  successful 
outcome  of  the  Conference. 

The  recommendations  set  forth  in  the  attached  report  contemplate 
a  program  to  be  carried  out  primarily  by  businessmen  themselves.      This  was 
the  clear  wish  of  the  Conference  participants,    who  indicated  the  desire  for 
meetings  at  a  regional,    state  and  local  level,    planned  and  conducted  by  busi- 
nessmen and  designed  to  produce  practical  results. 

Your  interest  in  finding  ways  to  help  small  business  concerns  reap 
the  benefits  of  technical  and  distribution  research  contributed  much  to  the 
achievements  of  this  first  Conference.      Your  continued  support  will  assure 
the  success  of  our  recommended  program. 

Sincerely, 


/s/  Sinclair  Weeks 
Secretary  of  Commerce 


/s/  Wendell  B.    Barnes 
Administrator,    Small  Business 
Administration 
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OCTOBER  17,    1957 

REPORT  TO  THE  PRESIDENT  ON  THE  PRESIDENT'S  CONFERENCE  ON  TECHNICAL 
AND  DISTRIBUTION  RESEARCH  FOR  THE  BENEFIT  OF  SMALL  BUSINESS 

Sinclair  Weeks,  Secretary  of  Commerce 

and 

Wendell  B.  Barnes,  Small  Business  Administrator 

Organization  and  Participation 

Following  your  appointment  of  Dr.  Eric  A.  Walker,  President,  Pennsylvania  State  Uni- 
versity, as  Conference  Chairman,  an  organization  was  established  for  the  planning  and  conduct 
of  the  Conference.  Dr.  Walker  appointed  Dr.  Charles  N.  Kimball,  President,  Midwest  Research 
Institute,  to  be  Deputy  Program  Chairman  for  Technical  Research  and  Mr.  Arthur  H.  Motley, 
President,  Parade  Publications,  Inc.,  to  be  Deputy  Program  Chairman  for  Distribution,  Re- 
search. Committees  were  set  up,  each  headed  by  an  outstanding  citizen  to  handle  specific  as- 
signments. 

One  of  the  unique  features  of  the  Conference  was  the  fact  that  private  individuals  and 
groups  carried  the  major  burden  of  its  planning  and  conduct.  Although  the  Department  of  Com- 
merce and  the  Small  Business  Administration  assisted  in  every  appropriate  way,  they  remained 
in  the  background  and  contributed  only  the  minimum  financial  and  technical  assistance  required. 

A  wide  selection  of  representatives  of  educational  institutions,  trade  associations,  the 
business  and  technical  press,  research  organizations,  both  large  and  small  businesses  and 
Federal,  state  and  local  government  agencies  participated  in  the  three  days  of  Conference  ses- 
sions. A  registration  of  1,000  was  planned.  Actual  attendance  amounted  to  1,019,  including 
press  representatives.  Many  of  those  in  attendance  were  owners  of  small  businesses;  all  others 
were  invited  because  of  their  knowledge  of  and  close  connection  with  the  research  problems  of 
small  businesses. 

Two  nationwide  surveys  were  made  as  a  first  step  in  planning  the  Conference  program. 
One  focused  on  Technical  Research  and  the  other  on  Distribution  Research.  These  surveys 
were  designed  to  determine  the  most  important  research  needs,  interests  and  problems  of 
small  business  as  a  basis  for  outlining  the  scope  and  content  of  the  Conference.  This  was  done 
to  assure  that  the  program  would  be  realistic  and  would  come  to  grips  with  what  businessmen 
regard  as  their  basic  research  problems.  These  surveys  employed  the  most  modern  methods 
of  individual  interviews  and  group  participation.  The  contribution  of  the  field  participants  to 
the  success  of  the  Conference  was  substantial.  In  effect,  their  ideas  and  recommendations 
shaped  the  Conference. 

Summary  and  Evaluation  of  the  Program 

The  emphasis  which  you  placed  in  your  opening  address  on  the  importance  of  self-help 
set  the  theme  which  characterized  the  Conference  throughout.  Attention  was  directed  to  the 
problems  and  growth  opportunities  for  small  business  and  the  attitudes  of  small  business  toward 
Technical  and  Distribution  Research.  The  results  of  the  preliminary  surveys  of  the  research 
activities  and  problems  of  small  business  were  reported.  The  Conference  then  turned  its  at- 
tention to  a  review  of  the  types  of  research  assistance  available  to  small  business. 

The  Conference  was  divided  into  two  groups  for  discussion  of  specific  questions:  one 
dealt  with  Technical  Research,  the  other  with  Distribution  Research.  Services  and  materials 
developed  by  government  agencies,  educational  institutions,  trade  associations,  the  technical 
and  business  press,  big  business,  and  small  business  itself  were  presented  and  their  applica- 
tions illustrated  by  specific  case  histories. 

A  series  of  workshops  on  Technical  and  Distribution  Research  were  held  to  explore 
specific  problems.  The  results  of  these  workshops  were  reported  and  discussed  at  meetings  of 
the  Technical  and  Distribution  groups.  The  entire  Conference  was  then  reconvened  for  a  general 
summation  and  report. 
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The  Conference  ended  on  a  high  note  of  interest  and  enthusiasm  on  the  part  of  all  those 
in  attendance.  A  majority  showed  a  strong  desire  to  participate  actively  in  further  work  toward 
the  objectives  of  the  Conference.  The  favorable  attitude  and  the  hopeful  outlook  of  participants 
were  clearly  reflected  in  an  evaluation  questionnaire  that  was  circulated  at  the  close  of  the 
Conference. 

Accomplishments  of  the  Conference  and  Lessons  to  be  Drawn  from  It 

1.  The  Conference  did  a  great  deal  to  dispel  the  impression  that  effective  research  is 
beyond  the  capabilities  of  small  concerns,  or  that  research  results  are  unavailable 
to  small  business.  It  demonstrated  practical  research  programs  and  showed  how 
to  obtain  access  to  research  results   reached  by  others. 

2.  The  Conference  demonstrated  that  many  agencies  that  work  with  business- -trade 
associations,  business  groups,  the  trade  press,  educational  institutions,  and  Fed- 
eral, state,  and  local  governments--have  a  sincere  and  lively  interest  in  helping 
small  concerns    make    more  effective    use    of  technical   and    distribution    research. 

3.  The  Conference  showed  that  the  interests  of  large  and  small  businesses  in  research, 
and  in  the  improvement  of  business  management  generally,  are  mutual  and  inter- 
dependent. 

4.  The  Conference  showed  that  there  is  inadequate  knowledge  of  the  wealth  of  research 
materials  produced  by  government  agencies,  educational  institutions,  trade  asso- 
ciations, the  technical  and  business  press  and  others.  Several  lists  of  such  mate- 
rials and  resources  were  prepared  especially  for  the  Conference  and  made  available 
there  for  the  first  time. 

5.  A  spontaneous  reaction  of  the  Conference  —  which  was  embodied  in  a  general  resolu- 
tion in  the  closing  session--was  that  it  should  be  followed  by  regional,  state  and 
local  conferences  in  order  to  make  the  benefits  of  the  program  more  widely  avail- 
able to  small  business. 

6.  The  Conference  gave  evidence  of  a  strong  desire  that  colleges  and  universities  give 
greater  emphasis  to  management  courses  for  small  concerns. 

7.  Numerous  practical  suggestions  were  developed  of  ways  in  which  small  businesses 
can  do  research  for  themselves,  in  which  trade  and  professional  associations  can 
help  small  businesses  solve  management  problems  through  research,  and  in  which 
the  Federal  Government  can  improve  its  services  to  small  business  in  the  fields  of 
technical  and  distribution  research. 

Recommendations  for  Future  Action 

Based  on  the  Conference  discussions  and  the  report  of  the  Action  Committee  of  the  Con- 
ference,   the  following  recommendations  are  made  for  further  Administration  action: 

1.  The  Department  of  Commerce  and  the  Small  Business  Administration,  utilizing 
their  field  facilities,  should  cooperate  fully  with  chambers  of  commerce,  trade 
associations,  development  organizations,  universities,  state  and  local  governments 
and  other  appropriate  groups  in  the  organization  and  conduct  of  similar  conferences 
at  the  regional,    state  or  local  level. 

2.  The  Department  of  Commerce  and  the  Small  Business  Administration  should  take 
steps  jointly  to  promote  and  facilitate  the  dissemination  of  technical  and  distribution 
research  materials  to  small  businesses  through  trade  associations,  the  trade  and 
technical  press  and  larger  companies. 

3.  The  Federal  Government  should  convene  a  meeting  of  representatives  of  colleges, 
universities  and  research   bureaus  to  discuss  ways  of  increasing  and  improving  the 
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services  which  educational  institutions  provide  for  small  businesses  in  the  fields  of 
technical  and  distribution  research  and  in  business  management  generally. 

4.  The  Federal  Government  should  consider  calling  a  second  national  conference  for 
the  benefit  of  small  business,  to  be  organized  and  conducted  at  a  suitable  time  in 
the  same  manner  as  the  recent  conference.  Special  emphasis  should  be  given  in 
such  a  conference  to  the  management  problems  of  small  business,  including,  but 
not  confined  to,   the  problems  of  technical  and  distribution  research. 

5.  Federal  procurement  agencies  should  be  asked  to  re-examine  their  policies  and  pro- 
cedures with  the  object  of  increasing  the  participation  of  small  companies  in  re- 
search and  development  contracts. 

6.  Federal  Government  agencies  issuing  publications  dealing  with  technicaland  distri- 
bution research  should  be  urged  to  give  greater  emphasis  in  the  preparation  of  these 
publications  to  readability  and  to  the  commercial  application  of  the  subject  matter  . 
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LETTER    OF   ACCEPTANCE 


October  28,     1957 


Dear. 


Thank  you  very  much  for  the  report  that  you  sent  me  about  the  Conference 
on  Technical  and  Distribution  Research  for  the  Benefit  of  Small  Business. 
I  am  delighted  that  the  Conference  was  successful  both  in  making  better 
known  the  many  facilities  for  strengthening  the  position  of  small  businesses 
and  also  in  developing  a  specific  program  for  further  accomplishment  in 
this  respect.      The  great  interest  the  participants  displayed  in  the  impor- 
tance of  technical  and  distribution  research  clearly  reflects  the  character- 
istic initiative  and  imagination  of  the  small  businessmen  of  our  Nation.     I 
am  confident  that  the  regional  discussions  planned  for  the  future  will  sig- 
nificantly augment  the  benefits  of  this  first  Conference  and  further  enlarge 
the  vital  role  of  small  business  in  our  way  of  life. 

I  shall  expect  the  Department  of  Commerce  and  the  Small  Business  Admin- 
istration to  render  all  possible  assistance  along  the  lines  that  you  recom- 
mended for  extending  knowledge  and  beneficial  use  of  technical  and  distribution 
research.      I  shall  look  forward  to  hearing  from  you  from  time  to  time  on  the 
progress  that  is  made. 

Sincerely, 

DWIGHT    D.    EISENHOWER 


The  Honorable  Sinclair  Weeks 
Secretary  of  Commerce 
Washington,    D.    C. 

The  Honorable  Wendell  B.    Barnes 

Administrator 

Small  Business  Administration 

Washington,    D.    C. 
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FREDERICK  J.  BELL,  Executive  Vice  President 
National  Automobile  Dealers  Association 
Washington,  D.  C. 

HENRY  BUND,  Vice  President 
Research  Institute  of  America 
New  York,  New  York 

MARTIN  DAVIS,  Eastern  Director 
Advertising  and  Publicity 
Allied  Artists  Pictures 
New  York,  New  York 

E.  V.  GALLOWAY 

Office  of  Distribution 

U.  S.  Department  of  Commerce 

Washington,  D.  C. 

JOHN  C.  GREEN,  Director 
Office  of  Technical  Services 
U.  S.  Department  of  Commerce 
Washington,  D.  C. 

ARTHUR  HACHTEN,  Director 
Office  of  Information 
Small  Business  Administration 
Washington,  D.C. 

ROBERT  E.  HARPER,  President 
National  Business  Publications,  Inc. 
Washington,  D.  C. 

DONALD  A.  HIPKINS,  Deputy  Administrator 
Small  Business  Administration 
Washington,  D.  C. 

HARRY  W.  KETCHUM,  D.rector 
Office  of  Distribution 
U.  S.  Department  of  Commerce 
Washington,  D.  C. 

THEODORE  F.  KOOP,  Director 
CBS  News  and  Public  Affairs 
Columbia  Broadcasting  System,  Inc. 
Washington,  D.  C. 

ALBERT  N.  LEMAN 

Director  of  Information 

U.  S.  Department  of  Commerce 

Washington,  D.  C. 

EARL  LIFSHEY 

Public  Relations  Director 
Electrolux  Corporation 
New  York,  New  York 

ERNEST  L.  LOEN,  President 
Ernest  L.  Loen  Associates 
Los  Angeles,  California 

HARRY  L.  MERRICK 

Kal,  Ehrlich  and  Merrick  Advertising,  Inc. 
Washington,  D.  C. 


CHARLES  M.  MORTENSEN 

Chamber  of  Commerce  of  the  U.  S. 
Washington,  D.  C. 

HENRY  M.  O'BRYAN 

Manager,  Scientific  Liaison 
Sylvania  Electric  Products,  Inc. 
New  York,  New  York 

ROBERT  RAMSEY 

The  Pennsylvania  State  University 
University  Park,  Pennsylvania 

E.  DUER  REEVES,  Executive  Vice  President 
Esso  Research  and  Engineering  Company 
New  York,  New  York 

WILLIAM  RUDER,  President 
Ruder  and  Finn,  Inc. 
New  York,  New  York 

JAMES  SALISBURY,  JR. 

Office  of  Procurement  and  Technical  Assistance 
Small  Business  Administration 
Washington,  D.C. 

PHILIP  SALISBURY 

Editor  and  Publisher 
Sales  Management 
New  York,  New  York 

A.  N.  SEARES,  Vice  President 
Remington  Rand  Division 
Sperry  Rand  Corporation 
New  York,  New  York 

JOHN  H.  SMITH,  JR.,  Vice  President 
Vandeburg-Linkletter  Associates,  Inc. 
New  York,  New  York 

LYLE  SPENCER,  President 
Science  Research  Associates,  Inc. 
Chicago,  Illinois 

WILFORD  L.  WHITE,  Chief 
Managerial  Assistance  Division 
Small  Business  Administration 
Washington,  D.  C. 

DOUGLAS  WILLIAMS 

Douglas  Williams  Associates 
New  York,  New  York 

RAYMOND  J.  WOODROW 

Princeton  University 
Princeton,  New  Jersey 

CHARLES  G.  WORTHINGTON 

Secretary-Treasurer 
Industrial  Research  Institute 
New  York,  New  York 
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"Research  is  a  high-hat  word  that  scares  a  lot  of  people.  It  needn't. 
It  is  rather  simple.  Essentially,  it  is  nothing  but  a  state  of  mind  —  a  friendly 
welcoming  attitude  toward  change.  Going  out  to  look  for  a  change  in- 
stead of  waiting  for  it  to  come.  Research,  for  practical  men,  is  an  effort  to 
do  things  better  and  not  be  caught  asleep  at  the  switch.  The  research  state 
of  mind  can  apply  to  anything;  personal  affairs  or  any  kind  of  business,  big 
or  little.  It  is  the  problem  solving  mind  as  contrasted  with  the  let-well- 
enough-alone  mind.  It  is  the  composer  mind  instead  of  the  fiddler  mind. 
It  is  the  'tomorrow'  mind  instead  of  the  'yesterday'  mind." 

—  C.  F.  Kettering 


